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Mihi.  » 
_ provide that a legal reserve company may rein- 
e ‘ ‘ ‘ . 
We accept no advertisements from [| | sure its outstanding business only in another com- 
insurance institutions of any char- pany licensed in the State. Yet, the custom has 


acter, for this, or any other of our been to submit questions of this kind to the De- 
partment, and this custom is based upon a sound 











publications. . ep ain 
business principle. ‘The fact that the assets were 
_ secretly removed during the night seems to indi- 
cate that those in control of the two companies ex- 
INDEX OF INSTITUTIONS pected opposition of some sort, and resorted to this 
REPORTED UPON IN THIS ISSUE method to obtain that possession which is “nine 


Bid iad iad points of the law.” Leaving aside entirely any 
Index of reports in this and all previous issues Of consideration of the legal and moral questions in- 
this volume will be found in this issue, preceding the volved, the fact remains that the management of 


advertising pages. the Pittsburgh Life & Trust has made an astonish- 
Name of Company. Page. ing tactical blunder in effecting the transfer in this 
: x ving itself —justly so— 
Great .Western Life, Kansas City, MO.....ccccccccccccces i ee and la) ms itself Opes “Justly " to the 
CN os contend éentcsnstcasquinniantie 19 criticism and attack of agents of rival companies. 
Louisiana National Life, New Orleans, La.............. 19 . ° : nif : 7 . . 

’ , > ¢ . ~ . < ~ 
re ee ar oe, fo 2 Cee Be cc ccccecnceseetesseed 24 Le rtainly this Cramaees in the silent ba atches Oo! the 
ND WE URN ORNs ccisnseiveccccccadédseede 24 night does not indicate that those responsible tor 
"ittsburg sife & Trus *ittsbur Bi cccccccececsosececs : . ~ o 
en ae 2 TS we 24 it are preeminently fitted to conduct a life insur- 
Security Life of America, Chicago, II]......cccccccccccccsecad a ~ 
Seminole Securities Company, Columbia, S. C............ 2 ance company holding nearly twenty-five millions 
. Yr ife “ave YY " : ™ 97 ~ « - . - 
Southern Life ' I ayetteville, S. c. eens seenseeceessessescecses pat of dollars of trust funds for the protection of out- 
Southern National Life, Louisville, Ky.......ccccccccccccces 30 ; 

Cae Ce, SBCA, OOM. 0.0 csi dcccccccccessovccccecess 30 standing insurance aggregating about seventy-five 
i Cn ee en De, Meet cnccecesceedecsceesseéscdewes 30 


million dollars. Incidentally, it brings up once 
more that interesting question of the comparative 
merits of the stock and mutual systems in life in- 


° e | Ss ° surance. It is certain that no such action could 
Editoria ection. have been taken had both companies been mutual 


re ee, ee od at ee ene ceed bandedeeeane 31 

















in form. 

SOME INTERESTING ARTICLES IN THIS We also discuss elsewhere the recent transaction 
ISSUE. between the Seminole Securities Company and the 

Elsewhere herein we refer to the rather extra- Southern Life of Fayetteville, N. C. That “deal” 
ordinary transfer of the assets of the Washington | emphasizes strikingly the worst features of the 
Life to the Pittsburgh Life & Trust Company. | agency company or securities company scheme. A 
The latter company owned practically all the stock very considerable sum was raised by “high pres- 
of the former, and there seems to be a doubt as to | sure” solicitors selling stock of the Seminole Se- 
whether it is proper to question the company’s ac-_  curities Company; and the directors of that cor- 
tion in this matter from the purely legal point of | poration, not being subject to any State authority 
view. The laws of this State do not specifically | having the power to examine, were free to dispose 
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of the tunds at their own sweet will. It empha- 
sizes, too, the extraordinary gullibility of that class 
of business men, whose cupidity is stirred by the 
representations of the men selling stock of these 
holding and agency companies—representations 
which in themselves should be enough to satisfy 
any business man that the scheme so exploited is 
one which he could not afford to touch. The lack 
of supervision of these subsidiary companies af- 
filliated with life insurance institutions makes it 
practically certain that it will never be possible to 
ascertain how much money they have collected 
among them in the last few vears, but it is known 
to run well into the millions. After all, public 
opinion has more to do with the suppression of 
“fake” business methods than any number of legal 
enactments. The thing is so to arouse public opin- 
ion that any concern exploiting one of these ridicu- 
lous schemes, and everybody connected with it, 
will be ostracised by every decent man in the 





business. 





SECTION 97 NOT RETROACTIVE. 

In a decision handed down December 8, 1908, 
the Court of Appeals of this State, the highest 
State court, reversed the Appellate Division of the 
Supreme Court of Third Department, in the case 
of Boswell vs. Security Mutual Life. Boswell 
held a contract with the company providing for 
commissions in excess of those permitted by Sec- 
tion 97, and which had fourteen vears to run when 
Section 97 became operative. He sued the com- 
pany for commissions at the contract rates, and it 
offered to pay the amount permitted by Section 
97 of the “Armstrong laws.” The Appellate Divi- 
sion of the Supreme Court of this State gave judg- 
ment in favor of the company, and thereupon the 
New York Insurance Department ruled that the 
purpose of the provisions of Section 97 “is to pro- 
hibit payments to a soliciting agent in excess of 
the limitations therein set forth . The De- 
partment also ruled that “the restrictions apply to 
the expenditures by any individual agency, sepa- 
ratelv and by itself, irrespective of whether the ag- 
gregate expenditures of the company throughout 
all its agencies do or do not exceed the statutory 
limitation.” 

The decision under review will make necessary 
a change in these rulings of the Department. The 
Court of Appeals holds that Section 97 is not retro- 
active, and that, in consequence, it cannot operate 
to cancel contracts in force at the time the law was 
enacted and became effective; and that the limita- 
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tion must be construed as relating to the total 
volume of business, and not individual transac- 
tions. The New York Life and its agents, among 
others, are very vitally interested in this question 
because of the Nylic organization. 





SOME IMPORTANT POLICY CONDITIONS. 


In commenting upon the policy contracts issued by 
the various life insurance companies in our 1908 volume, 
it appears that we did not make the following points 
clear in some cases: 

1. Is the payment of djvidends contingent upon the 

renewal of the policy? 

2. Do paid-up policies granted on surrender participate 

in dividends? 

3.1lf premiums are entitled to 30 or 31 days’ grace, is 

interest charged on the time taken? 

We interrogated a number of the companies which are 
incorporated under the laws of States other than New 
York and received replies from those indicated below. 

Under the incorporated in 
New York State do not require, under the terms of their 
contracts, that renewal premiums be paid in order that 
paid-up policies 


present laws, companies 


the policyholders may receive dividends; 
granted on surrender, do not participate in dividends; 
interest is charged for number of days of grace taken in 
payment of any premium after the first year. 

Contracts issued by New York companies previous to 
the time the present laws went into effect may, of course, 
differ in some respects from the above. 

Below we state the conditions of the contracts issued 
by companies chartered outside of New York State, rela- 
tive to the points in question, the question being an 
swered in the order given above: 

Aetna Life—i, no; 2, no; 3, yes. 

Berkshire Life—i, no; 2, yes; 3, no. 

Columbian National Life—1i, yes; 2, no; 3, yes. 

Connecticut General Life—i, yes; 2, no; 3, no. 

Connecticut Mutual Life—1, no, except the payment of 
the first dividend under the company’s current policy, 
when the second year’s premium must be paid; 2, yes, 
except five and ten year term policies; 3, yes. 

Equitable Life of lowa—1, no, except the first dividend, 
which is contingent upon the payment of the third annual 
premium; 2, no; 3, yes. 

Franklin Life, Springfield, Ill.—1, yes; 2, no; 3, no. 

Illinois Life, Chicago, Ill—This company issues only 
non-participating policies; 3, yes. 

John Hancock Mutual Life—1, no, except at the end of 
the first and second policy years; 2, yes, “whether in full 
force or running as paid-up or extended insurance”; 3, 
yes, but after Jan. 1, 1909, no interest will be charged on 
any of the company’s policies. 

Massachusetts Mutual Life—1, no; 2, yes, under poli- 
cies issued since Jan. 1, 1908; previous to that time, no 
dividend was allowed unless paid-up insurance was for 
$100 or more; 3, no. 

Michigan Mutual Life—1, yes; 2, no; 3, no. The com- 
pany is now writing non-participating policies only. 

Mutual Benefit Life—1, no, except that the first divi- 
dend is contingent upon the payment of the second year's 
premium; 2, no; 3, no. 

National Life, Montpelier, Vt.—1, no; 2, yes, on regular 
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participating policies, if the paid-up insurance amounts 
to $100 or more; term policies do not provide tor par- 
ticipating paid-up insurance; 3, no. 

National Life of U. S. A., Chicago, Ill.—1:, no, under 
policies now issued; 2, no; 3, no. 

New England Mutual Life—i. no, unless a_ policy 
lapses at the end of the first year; 2, yes; 3, no. 

Northwestern Mutual Life—:, no; 2, no; 3, yes. 

Phoenix Mutual Life—1, no: 2, yes: 3, yes. 

Presbyterian Ministers Fund-—-1, yes; 2, yes, provided 
paid-up policies are in excess of $100; 3, no; unusually 
liberal grace allowed. 

Provident Life & Trust Company. 

Prudential Insurance Company of America—(rdinary 
policies: 1, yes, except under policies where all premiums 
and under tive year and accumulative 


I, nO; 2, yes; 3. yes. 


have been paid 
dividend policies; these are payable irrespective of the 
payment of the ensuing years premium; 2, no; 3, no. 
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Answers to question I and 2 apply to participating poli- 
cies now in force. Since August I, 1907, the company 
has issued non-participating insurance only. 

State Mutual Life, Worcester, Mass.—1, no; 2, yes; 3, 
yes. The 1909 issues of policies will eliminate the charge 
for days of grace taken. 

Travelers Insurance Company, Hartford, Conn.—The- 
company did not answer questions I and 2, however, it 
does not now issue participating contracts; 3, no. 

Union Central Life, Cincinnati, O.—1, no, beginning 
with the edition of 1907; 2, no; 3, yes. 

Union Mutual Life, Portland Me.—1, yes; 2, no; 3, yes. 
The company stated that in the 1909 forms, first and 
second policy year dividends will be contingent upon 
renewal of the policy; but that thereafter the condition 
does not apply. No interest will be charged in these 
forms for days of grace taken, but paid-up insurance will 
be nen-participating. 








Reports Upon Companies and Associations. 














GREAT WESTERN LIFE INSURANCE Premiums on rejections, esti- 
eee 


COMPANY, KANSAS CITY, MO. 


The following statement was furnished Reinsurance ....... 
Subscriptions proposed increase 
capital stock .... 


us by this company: 
Ledger Assets, November 30, 1908. 





business on that basis. The figures for 
360.82 1904 and subsequent years are as fol- 
493.60 lows: 
Insurance in Force 
*‘Paid-For’’ Basis. 


14.79 December 31. 





Deposits subject to Renewal commissions, esti- BODE 2 cocccccccsccsese $38,106,795 
NE > uth a den ahetind $92,683.88 MURGOE ccccnecceceescccccsceess 2,319.65 to eee $42,102,410 
Checks and cash Capital stock (fully paid).... 100,000.00 MOOG . cccccccccccceces $42,974,856 
ea ee 912.62 OED. ew ecewsesacccssecess 87,099.54 L9OT ccdccctccccnecceds $43,216,845 
Cash in oOffice........ 100.4M) Seat Cachan tied 
First mortgage loans $1,650.00 Me &Senwkesatnns coemseeuee $416,069.04 
High grade bonds.... 129,622.00 In our issue of October 31, page 214, 
Due from agents..... 108,040.35 we printed an article reviewing the com- LOUISIANA NATIONAL LIFE ASSUR- 
Furniture and fixtures 24,346.84 pany’s recent history. The Missouri De- ANCE SOCIETY, NEW ORLEANS, 
First year premium partment examined it September 18, and LA. 
ON a a 6,781.01 found that the impairment of capital had The following self-explanatory letter 
Renewal premium been made good, as already reported by was addressed b* us to this company 
MOTAB ocecccee seccce 6,910.47 us. In a letter dated December 30, 1908, under date of December 28, 1908: 
on — Superintendent Vandiver says: “You will recall that we have had con- 
Total ledger assets........ $460,047.17 “The surplus of the company is liable siderable correspondence regarding the 
Non-Ledger Assets. to show a considerable increase on ac-. sale of stock of your company to appli- 


Net unreported and 





count of the large lapse ratio, as in the cants for insurance. On October 14th 


deferred premiums.. $87,122.95 Dbepartment examination there were we addressed you concerning this matter, 
\ccrued interest...... 4,548.98 second year reserves charged against the writing at the same time to the Insur- 
— —— arge volume of business in course of col- ance Department of your State. You 

Total non-iedger assets.... $91,671.93 lection. This Department has given the replied on October 17th: 
CPG. GORGE ccccecccceceses $551,719.10 company permission to resume business.”’ “The Louisiana National Life Assur- 
Non-Admitted Assets Deducted. The present officers are: George | ance Society is not selling any stock, nor 
lbue from agents ..... $108,040.35 Stevenson, Jr., president; James Chap- does it contemplate selling any stock. The 


Furniture and fixtures 24,346.84 
Premium notes in ex- 


cess of value of poli- B. Odell, medical director. 


CHEB ccccccccceccnces 3,172.8 


pelle, secretary and treasurer; J. D. Ris- | capital stock of this company was fully 
ing, cashier; J. D. Kruse, auditor, and F.| paid in before the Society received its 


charter. Consequently, it has not a share 
of stock to sell to anyone, and _ the 





iixcess book value 
over market Orient 
tailway bond ..... 90.00 


ILLINOIS LIFE 


Society has no intention of increasing its 


INSURANCE COM-)| capital stock.’ ”’ 
PANY, CHICAGO, ILL. “On the same date, October 17th, the 


rs In our 1908 volume, page 139, in our} Louisiana Insurance Department wrote 
$135,650.96 report upon this company, we show its| us. saving: 


—— growth from 1902 to 1908. The company ““T Leg to say that we instructed the 
Total admitted assets ..... $416,069.04 calls our attention to the fact that the} president of the Louisiana National Life 


Liabilities, November 30, 1908. 
Net reserve on all policies in 


DE . Kuieosnunedacedbehsenends $187,504.00 for’ basis, and for 
lbeath claims in process of ad- the “‘written” basis. 
TUIGEMROS «cccccccceccoccececes 11,000,090 
Death claims reported (no 
proofs received) ........6s.6.:. 


tenewals paid in advance 

Guaranteed dividend coupons 
due and outstanding ........ 6,466.5 

Salaries accrued ......ceeceeees 7 


Advance and partial payments.. 


figures of insurance 
ance in force for 1907, are on the “paid|ing stock of the said company in con- 
preceding years, On} nection with the sale of life insurance 


written and insur-| Assurance Society to discontinue offer- 


policies, as we consider such methods to 


We asked the company to send us cor-| be in violation of Act 210 of 1908, which 
rect figures showing the insurance writ-| prohibits the sale of special contracts, 
18,000.00 | ten and in force for the years previous! or any other inducements with life in- 

323.35 to 1907, on the “paid for’’ basis. On| surance policies.’ ”’ 

December 8, it sent us the following fig- 
_ ures, and stated that it could not give us| you concerning this matter, and you re- 
375.00 | the figures for insurance in force on the} plied on November 9th, saying in part: 
Current bills ..... peecoccegesen 729.14 ‘paid for’’ basis prior to 1904, because 
1,382.58 prior to that date, it did not record its’ here in New Orleans, have permitted a 


“On November 5, 1908, we again wrote 


‘***Some of our directors, two. in fact, 
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few of their friends, whose good-will and 
favorable influence they thought might 
assist in building up the company, to own 
a few shares of their stock. It has been 
entirely an individual matter, and not 
enough stock has been transferred by 
these parties as to be of any consequence 
to either the Insurance Departments or 
the insurance press, had they understood 
the facts in the case. These tranfers 
have been confined almost entirely to the 
city of New Orleans, but, at the request 
of Insurance Commissioner McGivney, we 
have asked these parties to make no 
further transfers of stock where it could 
possibly be construed as being as (sic) 
inducement for a man to take life in- 
surance.’ ”’ 

“You may recall that we printed this 
letter in full in 
News’”’ for November 30, 1908. 

“In view of these very definite state- 


ments, the evident intent of which was to | 
give us the impression that absolutely | 


no stock was now being offered by your 
company as a special inducement to in- 
dividuals to insure in your Society, we 
have been surprised to receive from one 
of our subscribers in Atlanta, Ga., a 
copy of a stock option, the original of 
which he has in his possession, which 
seems to indicate two important facts: 
First, that the stock is being offered to 
persons ‘whose good-will (to quote the 
stock option) and favorable influence will 
be potent factors in the up-building of 
this southern company; and, second, that 
stock is not being sold at the same rate 
of premium, for the price per share is left 
blank, to be filled in with the pen. The 
stock option also shows that this “al- 
lotment of stock is provided for by the 
present stockholders having placed in 
trust 25 per cent. of their original hold- 
ae 2. * 

‘“‘We should be loath to believe that you 
desire to mislead us in this matter, but, 
at the same time, we feel that we are 
entitled to some explanation of the con- 
flict between your very explicit state- 
ments to us in response to our in- 
quiries and the practice of the company 
in Georgia as indicated by the stock op- 
tion above referred to.”’ 

“The stock option, copy of which was 
furnished to us by a correspondent in 
Atlanta, Ga., is as follows: 
Incorporated under the laws of Loulsiana. 
Number. Shares. 

“Stock Option. 

‘Know all men by these presents, for 
and in consideration of the sum of One 
Dollar to me in hand paid, the receipt 
whereof is hereby acknowledged before 
the delivery of these presents, the holder 
of this certificate has the privilege of 
purchasing ......... shares of the Capi- 
tal Stock of the LOUISIANA NATIONAL 
LIFE ASSURANCE SOCIETY, at the 
price of per share to be de- 
livered and paid for on ...... 19.. 

“This allotment of stock is provided for 
by the present stockholders having placed 
in ‘trust 25 per cent. of their original 
holdings to be distributed among those, 
whose good will and favorable influence 
will be potent factors in the upbuild- 
ing of this Southern Company. 

oeeeee Trustee, 


Shares $100 Each.”’ 


“Best’s Life Insurance 


NATIONAL LIFE INSURANCE COM- 


ILL. 


Illinois Department. The company has 
bee: much criticised and latterly its 
affairs have been aired in an action 
brought by it to restrain one Myers 
from circulating a pamphlet in which he 
| bitterly attacked the management. _§ In 
our issue of October 31, 1908, page 216, 
we commented upon the fact that the of- 
ficers (who own all the stock) withdrew 
$500,000 in cash from the 
treasury about the middle of 1908, by re- 
ducing the capital from 
$500,000 and then distributing $500,000 as 
a dividend. The company was properly 
censured for weakening the security of its 
policyholders to that extent, and because 
at the time it gave the impression that 
the reduction of capital was transferred 
to surplus account, whereas it was in 
‘fact withdrawn entirely from the com- 
-pany’s assets. It is also a fact that 
opinions as to the value of the National 
Life Building in Chicago, which repre- 
|} sents a very large part of the total as- 
'sets differ widely, many authorities con- 
sidering the present valuation of the 
|} company much too high. The property is 
now carried at a much higher figure 
than its original cost to the company: 
and this process of ‘“‘marking up”’ the real 
estate on paper increased the surplus and 
made possible that $500,000 dividend with- 
drawn in 1908. We have been making 
|} extended inquiries concerning the prop- 
erty which will soon be completed, and 
a report issued by us. 





company by the Illinois Department, is 
as follows: 
“Springfield, [ll., October 11, 1908. 
“Hon. Fred W. Potter, 
“Insurance Superintendent, 
“Springfield, Illinois. 
“Sir:— 


of America, located at Chicago, chartered 
under the laws of the State of Illinois, 


tions, having been completed, this report 
thereof is respectfully submitted. 

“The following persons participated in 
the work of the examination: Lucius 
Pfouts, examiner; Charles J. Fahndrich; 
George W. Huskinson, clerk; W. J. Smith, 
clerk; R. S. Brinkerhoff, clerk; James C. 
Cook, clerk. 

“The company is transacting business 
under a license or authority in 27 of the 
States and Territories of the United 
States. 

“This examination covered the business 
and transactions of the company during 
the period from December 31, 1906, the 
date of the last previous examination, to 
June 30, 1908. 

“The books of the company for this 
period were checked. The investments 
and securities shown by them to be own- 
ed by the company, which were found in 
its possession, were examined, and those 
not in its possession were evidenced by 
proper certificates or receipts. The other 
items entering into assets, as interest, 
deferred premiums, etc., were computed 





| 


| 


| 


i 


and the liabilities of the company for the 


PANY OF THE U. S. A., CHICAGO, | reserve required to be maintained on its 


policies and the other items composing its 


We print below in full the report of | liabilities were calculated as of the date 
an examination of this company by the} of the statement presented herein, June 


30, 1908. 
Annual Statement 1907. 

“The annual statement of the company 
to the department for December 31, 1907, 
was checked as to income, disbursements 
and ledger assets, and found correct ac- 


cording to the accounts as shown on the 


company’s | 
tion would substantially verify 
$1,000,000 to | 


books of the company. The other items 
were not checked as the statement to 
June 30, 1908, prepared in this examina- 
the gen- 
eral accuracy of the other items entering 
into the statement of condition. These 
other items, however, were checked with 
the showing of the company's schedules 
of the same and found to be a correct 


showing to such detailed schedules pre- 
pared for the statement. In making de- 
duction in the statement referred to of 
loading from deferred and uncollected pre- 
miums the amount of the excess of de- 
ferre’d and uncollected premiums, notes 
'and loans over reserve was _§ included 
amounting to $25,728.42, instead of being 
deducted as non-admitted assets, as the 
statement calls for. This, of course, did 
not change the result, but did not con- 
form to the statement requirement. It 
should also be stated that the taxes per- 
taining to the business of 1907 payable 


The report of the examination of the. 


“The examination of the National Life 
Insurance Company of the United States 


made in accordance with your instruc- | 


in 1908, and amounting to $19.987.99 were 
not entered as liabilities. As ig well 
known, there has been lack of uniformity 
in the treatment of this item in the an- 
nual statements of companies hereto- 
fore and the inclusion of such item has 
been a matter of discussion. In other 
respects the statement of condition for 
that date has been substantially verified 
by checking with the company’s books 
and by the result of this examination. 
Real Estate. 
“The real estate owned June 
amounts to $208,525.84, book value, and 
consists of six parcels. This amount is 
almost wholly represented by the value 
placed upon one piece, Nos. 13, 15 and 
17 Plymouth Place. It has been leased 
for 99 years to an automobile club for 
$8,000 per annum for four years, $9,000 


1908, 


MO, 


per annum for the following 5 years, and 





$10,000 per annum for the remainder of 
the term. The lease requires al] taxes 
to be paid by the lessee, and stipulates 
for the erection of a $50,000 building. The 
building has been erected, and is said 
to have a cost double that amount. This 
property is carried by the company at a 
valuation of $200,000. The taxes against 
it are assessed on a value of $41.557. This 
on a basis of one-fifth of the market 
value would make its market value $207,- 
785. The taxes for 1908 have been paid. 

“The remaining 5 pieces of a total 
value of $8,525.84 are properties acquired 
from the Iowa Life at the time of re- 
insurance or taken in payment of debt. 
and are unproductive. They are carried 
practically at the amount of appraisals 
by the department in previous examina- 
tions. The taxes for 1908 have been paid. 
Two pieces are under contract of sale 
and their value in the statement follow- 
ing represents the unpaid portion of the 
purchase price. 


} 





is 
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“No real estate hag been acquired since | 
the last examination. Ten pieces have. 
been sold since then, which stood at a 
market value of $197,877.66 for $183,804.75 
or $14,072.91 less than the value at which 
they were carried, 

Mortgages. 








“The mortgage loans of the company 
are distributed as follows: 
TE, cana cee ebesccese + $1,082, 850.00 
DE: jcpnecmes sesesee |= eae 
a seese 211,000.10 
D.. csoteeseeese : 100,000.00 
PEOMERTUR 26ccctedsecics 17,000.00 
PERSP GEE  é oc 0060s6e6e 2,750.00 | 
Cet OGRR.. cccesseecese 63,730.00 
North Dakota ........ 20,300.00 
WASRGOR ceccocecse 7,500.00 
OS: idcaave ee 75,375.00 
0 ne $2,082,652.58 


‘Mortgages amounting to $1,874,275 were 
on deposit June 30, 1208, with the In- 
surance Department of the State of Iowa, 
and $14.800 were deposited there subse- 
quent to June 30 and prior to this ex- | 
amination. There are on deposit with | 
the Insurance Department of this State | 
mortgages amounting to $110,500. Three | 
aggregating $26,000 were paid off during | 
July. There were in the company’s office | 
subject to our examination but six, 
amounting to $57.077.58. The papers in 
these cases were found to be complete 
and the valuations on file in each case 
were at least double the amount of the. 
loans. As those on deposit with the depart- 
ments passed the examination, and re- 
ceived the approval of the departments 
for deposit, and were duly certified as 
held on deposit, it was not considered 
necessary to make any special investi- 
gation of them. The mortgages bear 
from 5 to 7 per cent. interest, most of | 
them bearing from 56% to 6 per cent. | 
Nearly all are shown to be secured by 
property worth double the loan without 


considering the value of the improve- 
ments. 
“Where this is not the case the value 


if the improvements make good the re- 
quired margin of security. Only three are | 
shown to have any interest past due. In) 
these cases the margin of the security is 
ample to cover the amount in arrears. 
“These loans are for comparatively 
smnall amounts. The two largest are that | 
to the Merritt Elevator Company, $90,- 


Hh), which is on deposit with the depart- 
ment of this State, with a valuation 
secured by the department showing the 


property to be worth $245,767.50, and the 
American Cold Storage loan, $235,000, 
since June 30, reduced by a $5000 pay- 
ment, which is on deposit with the Audi- 
tor of the State of Iowa. The books of, 
the Cold Storage Company show that im- | 
provements were built on this property 
in 1904, costing $321,412, and that the 
cost of the land was $300,000. The Cold 
Storage Company is a prosperous going 
coneern according to the information re- 
ceived concerning it, and the loan is 
shown to be amply secured. The com- 
pany keeps itself advised as to the con- 
dition of these properties by inspection 
by its representatives, and detailed re- 
ports from them. All the evidence avail- 
able for us showed these mortgages to be 
first class investments, carefully made 





/amount of these 
| statement 


the 


lowing 





and looked after. 
Collateral Loans. 

“The company has but a small amount 
of loans on collaterals, namely, $3500. The 
valuations secured for the collaterals se- 
curing these loans show them to be satis- 
factorily secured. <A schedule of these is 
attached hereto. 

Policy Loans. 

“These are all cash loans made to 
policyholders, with policies assigned as 
collateral, On June 30, $245,482.12 of the 
amount of these loans was on deposit with 
the Auditor of the State of Iowa. The 
loans as shown in the 
herein, was verified by check- 


‘ing with the notes and papers on file 
in the company's office, and with the 
schedule as certified by the Auditor of 


State of lowa. 

Premium Notes. 
were inspected and checked 
throughout, and the amount entering into 
the statement of condition verified. 

Bonds and Stocks. 

A schedule of these is attached to this 

report, showing a detailed description of 


“These 


the securities, book value. and market 
value of the same. The market value 
of these as of June 30, 1908, was fur- 


nished by the Harris Trust and Savings 
Bank, a recognized authority on financial 
quotations. The value of the stock of 
the Columbus Safe Deposit Company 
was determined after an appraisal of the 
building known as the Columbus Me- 
morial Building on the S. E,. Corner 
Washington and State streets, owned and 
operated by the Columbus Safe Deposit 
Company, and constituting its principal 
asset. 

“The value of the stock of the National 
Life Building Company is put by the bank 
at 216, or $2,160,000. It has heretofore 
been allowed and carried at 200, 
000,000, and the bonds 
company are quoted by 
or $950,000. They have 


the bank at 95, 
heretofore been 


In treating these in 


bonds together gives a smaller value 
than that reported by the bank by $11%,- 
000. 

“As the National Life Building 
stitutes a large part of the assets of the 
company further details concerning it 


con- 


would not seem out of place in con- 
nection with the value of the stock and 
bonds as above referred to. The prop- 


erty of the National Life Building Com- 
pany upon which the value of the stock 
and bonds rests is known as the National 
Life Building, Nos. 157 and 163 LaSalle 
street, on lots 29, 30, 31 and 32, Block 
118, subdivision N. E. quarter section 16, 
town 39, range 14. The capital stock of 
the company is $1,000,000. The amount 
of bonds outstanding is $1,000,000. The 
insurance company owns all the stock, 
and all the bonds of the building com- 
pany. Valuations of this property 
certained for the department several 
ago place its value at $3,000,000, 
gave a valuation to the stock of 
and to the bonds par. They have 
then been carried as assets for 
values. In 1907 new appraisals 
furnished the department by the 
company from several real estate men 
and firms selected by the department, 
and additional appraisements from real 
estate men of its own selection, in all 
13, which ranged from $3,050,000 to $4,- 
028,900. Among these are included some 


as- 


years 
which 
200), 
since 
these 


were 


of the most reliable and responsible real 


or $2,- | 
of the building | 


allowed and carried at 100, or $1,000,000. | 
this statement we | 


have not increased the value of the build- | 


the 
been 


ing company stock over 
which it has heretofore 
namely, $2,000,000—at the same time al- 
the bonds at par. These two 
items, therefore, are entered in the state- 
ment of condition in this report at $11#,- 
(i) less than the total valuation reported 
by the bank. The previously allowed 
value of the stock 
the dividends paid on 


carried, 


it seem to war- 


is inserted, although | 


amount at 


rant a higher value because this value is | 


based on the appraisals of the 
for the department. At the same time 
the bonds are inserted at par, as here- 
tofore, because they are of that value 
to the company as against its liabilities. 
They fully meet the requirements of the 
assets of a life insurance company as 
they bear 4 per cent. interest, a rate 
equal to, or in excess of that required 
to be realized to maintain the reserve, 
and the security for the payment of 
interest and principle is shown to be 
ample, and they are in character real 
estate bonds, and real estate mortgages, 
whether bearing 4 or 5 per cent. or more 
are allowed by departments at par when 
satisfactorily secured. Furthermore this 
treatment concerning the stock and 


building 


estate men in the City of Chicago, whose 
judgment of real estate values is relied 
on by banks and other financial institu- 
tions, and taken as the basis of their 
business transactions, one of whom 
handles and operates 25 or 30 office build- 
ings in the downtown district. Several 
of the parties who furnished appraisals 


have been personally interviewed, the 
values as reported by them, and the 
facts and reasons supporting the same 


discussed in detail, and verbal confir- 
mation received of the valuations as cer- 








tified. The ground area of the prop- 
erty is 17,188 square feet. This is im- 
proved with a 12-story and basement 
modern steel constructed building, with 
a frontage of 88 feet on LaSalle street. 
In 1907 the net income from rentals of 
i I CN in nn wea eaceee tet $156,143.56 
Deducting therefrom interest 

ee en I nk icine 4 ee eeees 40,000.00 
Pe.) . 2 aveeenesandaeedaekeal $116,143.56 
There was, however, paid _ in 

April. 1908, for gas, water 

and light used in 1907 ....... 5,859.80 
_Deducting which leaves ....... $110,283.76 





as net earnings on the investment, or a 
little in excess of 5% per cent. on $2,- 
000,000, the value allowed for the stock 
of the building company owned by the 
insurance company. 
During the first six months of 

1908 the net receipts were .. $57,331.96 
To which should be added gas, 

water and light expenses of 





SEE:  cticnteiependenssactacvees ; 5,859.80 
One-half of taxes paid _ in 

SN. | & ativényd abbees eenenbes 14,701.19 
Leaving the proper net. re- 

ceipts for the first six months 

C0 GE .caktbddedeutesdtedanta 77,892.95 





bl 


22 


—— - 


——$—  —$———___. 


Or rate of net earnings for the 
year 
Deducting interest on bonds 


155,785.90 
40,0000, 00 





Leaves as net earnings on in- 
vestment 
or 5.79 per 


allowed for 


cent. on $2,009,000, the 
the building company stock. 

“It may be added that the building 
is kept up in first condition, fully 
occupied by tenants of desirable and 
permanent character, and that expiring 
leases are being renewed at a higher 
rate, thus increasing the earnings of the 


class 


property. 
Cash in Office and in Bank. 
“The cash balance in bank was veri- 


fied in the usual way by certificates from 
the banks showing the amounts there- 
of, and adjusted for outstanding checks. 
The cash in office consisted of currency, 
checks and petty cash. One hundred 
thirty-two thousand dollars of the cash 
in bank was represented by certificates 
of deposit, $52,000 of which was cashed 
subsequent to June 30, and before our 
examination. 
Agents’ Balances. 

“It should be stated in explanation of 
this item in this statement, inasmuch 
as no corresponding item was shown in 
the annual statement of the company, 
that it is the practice of the company 
to charge off agents’ balances to profit 
and loss account at the end of the 


= oT 


. 


Sb eceesesscvceeceses $115,785.90 | 


“> 


| 
| 
| 
| 


value | 


the 


pilus is 
-crued prior to that 


' be 
| 1909, 
vear | 


and restore them after the first of the. 


from 
not 

of 
not 


vear—doubtless to eliminate them 
the statement. While this does 
change the result in the statement 
condition, as agents’ balances are 
allowed as assets, it is 
practice not contemplated by 
ment form, as it does not give de- 
partments information as to the prac- 
tices of companies in respect to advances 
and agency allowances. 
Accrued Interest and Rents. 

“These were calculated and the amount 
determined for the date of the examina- 
tion, June 30, 1908. 

Unreported and Deferred Premiums. 

“This item was verified throughout 
upon schedules prepared by the com- 
pany. The excess of deferred and un- 


the 


/ 


nevertheless, a | 


state- | 


ranty, suicide, or matters of similar char- 
acter. 
Other Liabilities. 

“The remaining items of liabilities seem 
to call for no special explanation, except- 
ing that the item of $514,158.95 set apart 
deferred dividend policies is com- 
posed of $238,059.04 savings pro- 
fits accrued on policies of the 
Life and Trust Company. reinsured by 
National Life, U. S. A., and $76,- 
079.89 apportioned to participating policy- 
holders of the National Life, U. S. A. 
This apportionment was made only on 
the business of 1907 to policies complet- 
ing their policy year in 1908. No sur- 
thus considered having ac- 
from business of 


for 


“aS or 


as 
the 
1907. 

“It may also be explained that the item 
$10,892.50 is the 
Which will 
of January, 
the first six 


of taxes due or accrued, 
computation of the amount 
pavable after the first 
on the premiums of 
months of the present vear. 
General Remarks. 
“The capital stock of the company in 


the statement hereafter following is 
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unpaid, are so standing because of in- 
complete proofs, unadjusted difference | 
as to claimants, delay in securing ap- 
-pointment of guardian, and matters of 
similar character hindering their pay- 
ment. When a loss is resisted there ap- | 
pears to be sufficient reason for doing | 
so. Such compromises as are shown to. 
have been made were found to be for | 
mis-statement of age, breach of war- 






December 31, 1908, 


street property 7,500.00 
2500 shares capital stock 
delity Safe Deposit Co. 


115 Semler Milling Co. bonds 


“ee ee eeeeeeeee 


20H, O00. OD 
51,000.00 


SS 


Pec esoeesecseesseoeseec $421,500.00 


Total 
“The amounts received for these prop- 
erties are those at which thev were 
valued by the department in its exam- 


ination, and at which they were allowed 


| as assets. The payment for the above 
} securities, $421,500.00, and an additional 
item of $16,179.08, a balance owing by 


/as shown 
National | 
_date were drawn on 


corresponding 


the Fidelity Safe Deposit Company, which 
was paid on this date, making a total! 
of $437,679.08, was deposited in the Corn 
National Bank May 25, 1908, 
by the bank pass book. 

dividend checks of the 

the same bank. 
stock certificates of 
found attached to 
and 


inxchange 
“The same 
All 
the 
the 
caR- 


the surrendered 
company were 


stubs stamped 


} ae lled., 


; Was 


| Chicago 


exchange 
| of 


1998, | 


_ shown to be $500.0. On May 25, 
the capital was reduced from $1,000.00) 
to $500,000, and certificates issued to 
the holders for one-half of their re- | 
spective previous holdings. This reduc- 
tion was .made under the provisions of | 
the general corporation law of this 
State authorizing increase or decrease 
f capital, increase or decrease of num- 
her of directors, change of location, etc. 
This transaction constituted a _retire- 
/ment of half of the capital stock under 
the provisions of that statute. The re- 


collected premiums, notes and loans, over | 
the reserves on the respective policies is | 


non-admitted 
the usual practice 


deducted as a 
accordance with 
departments. 


of 


Liabilities. 

“The net policy reserve liability en- 
tered in the statement herein is that 
computed by the department on policies 
in force June 30, 1908, upon the depart- 
ment schedules after the same were 
checked with the policy cards and com- 
pany records to verify the accuracy 
and correctness of the schedules. 

Unpaid Death Losses. 

“The death loss record of the com- 
pany was carefully examined and the 
losses shown as paid and disposed of 
thereon checked and verified from the 
proofs and vouchers evidencing such 
payment, and the unpaid losses deter- 


mined therefrom. Death losses are paid 
promptly when no cause exists fer dis- 
puting them, and proofs are furnished. 
Such of those included in the statement 
as yet remained 


f-r Derember 31, 1907, 


asset in| 





Inetion of capital stock was immediately 


followed by a capital stock dividend of 
1™ per cent. or the reduced amount, or 
50 per cent. of the original amount. 


These stock dividends were paid May 25, 





1998, to the holders of the stock, as fol- 
lows: 
+ Gs cb cacedecst $290, 700.00 
i, an 260 db vor 107,400.00 
-<-— { 4x3 Saree 14M), 150.00) 
a Ua Ee de ceseade 1,500.0 
ay Es EE a cebesewsenee 250.00 
Swe cavcentewae $500,000.00 


“Concurrently with the payment of 
this stock dividend, sale of the following 
described properties was made to E. A. 
Shedd and company: 


Real estate No. 4, 3lst street 

Sn Sout ebebecesebeeses $23,000.00 
Real estate No. 5, Blue Island 

ee: 8 ie 1s. o clobasdeebuaces T.1000.00 
Real estate No 6 Calumet 

ee > s'n'cb a vob owede doh tweet 47,000.00 
Real estate No. 7 Prairie 

UU Sieve db cb ebscsctuvndes 36,000.00 
Real estate No. 21, Farwell 

Rn "Sh odes sees cadbeeebhreeser 50,000. 00 
| Real estate No. 31, Fifty-first 





/name of the Insurance Company. 
ino 


| dealings in 








| bonds 


LDecember 31, 1907. 
the owner of 
and Milwaukee 
had been purchased 
previous at 85. Apparently deeming it 
best, in view of financial conditions, and 
the difficulties which had been encount- 
ered by this enterprise, to dispose of 
them, it did of all but $17,- 
oo) par on December 31, receivine in 
securities equal to the value 
company's investment in the 
The securities which it re- 
ceived in payment of these bonds were: 
2%) shares Chicago Title and Trust 


“On the companys 
$712,000) par 
Electric bonds, 


Which November 


so dispose 


the 


sold. 


Company stock at par.......... $20,000 
>) shares American Trust = and 

Savings Bank stock at 20 40,000 
475 shares Corn Exchange Na- 

tional Bank stock at 380 ....... 180,500 

oi4 bonds S. S. El. at 938% ...... 350,625 
Making a total value Dec. 

a a 6eeaat Debwes ehlewn nee $591,125 

“They are still owned by the com- 

pany, and have increased in value since 


December 31 last, the date of the trans- 
action. The stocks for some time, and 
on June 30 of the present year, appar- 
ently stood in the name of the original 
owner, but have since been issued in the 
While 
Milwaukee 
have 


Chicago and 
Klectric bonds thus appears to 
been sustained by the company in its 
them, the subsequent de- 
preciation these bonds sustained shows 
the necessity of the utmost care in in- 
vesting the funds of a life insurance 
company in the securities of institutions 
not fully established on a permanent 
basis. 

“Other securities disposed of were two 
collateral loans, one for $5000 secured by 
stock of the Parry Manufacturing Com- 
pany, and one for $27,000 secured by 
stock of H. H. Kohlsaat and Company. 
These were disposed of to the Fidelity 
Safe Deposit Company, and 75 shares of 
stock of the Corn Exchange National 
Bank bought from it for $27,750. 

“The acquisition of the Chicago and 
Milwaukee Electric Railroad bonds above 
referred to was, however, in liquidation 
of loans to the promoter of the road up- 
on the hypothecation of its bonds. Loans 


loss on the 











ae 
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December 31, 1908. 


and renewals of the same were made 
to him during 1907 aggregating $822,000, 
the largest amount standing loaned to 
him at one time being about $600,000. 
These were all discharged or disposed of 
before the end of the year. Commis- 
sions on the loans were charged and 
during the early part of the year were 
entered as receipts in the Insurance 
Company's books. Later, however, these 
loans were made for the company by the 
Fidelity Safe Deposit Company as its 
agent, and the commissions amounting 
to about $63,000 retained by it and not 
shown on the company’s books as its 
own receipts. As the Insurance Company 


owned the entire stock of the Deposit 
Company, the commissions would still 
inure to its benefit. An account with 


the Safe Deposit Company has been kept 
a long time on the books of the Insur- 
ance Company in the nature of a bank- 
ing account, crediting it with receipts 
from office and vault, and charging it 
with expenses and dividends. The 
count is of this prior to 1907. These later 
transactions in connection with loans 
necessarily involved entries of additional 
character. Under ordinary conditions 
the commissions received by it on loans 
made for the Insurance Company would 
naturally benefit the Insurance Company 


aCcC- 


as holder of the Fidelity stock by way 
of dividends, but apparently desiring to 
eliminate certain of its securities from 


assets because they not considered 
desirable for the company to hold, or 
had depreciated it availed itself of the 
Deposit Company as a purchaser and 
nominally sold or transferred them to it 


were 


at par, or book value, as the Deering 
Coal Company bonds, a portion of the 
Semler Milling Company's bonds, and 


loans to the Indianapolis, New Castel and 
Toledo Railway Company, thus in effect 
applying the credits to the Deposit Com- 
pany for commissions to offset any im- 
paired value of the securities transferred. 
On December 31, 1907, the account show- 
ed the Deposit Company owing the In- 
surance Company $122,0 which was 
paid on that date. As elsewhere shown, 
the Insurance Company no longer owns 
the Deposit Company, having sold it at 
the market value allowed at the time of 
the reduction of the capital stock, and 
the account with it has been discon- 
tinued. It was closed at that time by the 
payment of $16,179.08, the amount stand- 


ing to its debit on the Insurance Com- 
pany's books. 
“The general charactér of the assets 


of the company at the time of this ex- 
amination shows a marked improvement 
over those owned previously. 


“The tabulated experience of the com-, 


lower 
careful 


1907 shows a 
indicating a 


pany for the year 
rate of miortality, 
selection of risks. 
“The cost of obtaining new business 
by reason of commissions and other ex- 
penses attending it is a matter which 
has received the attention of the man- 
agement in the readjustment of its rates 
of commissions and expenses of the past, 


but the tendency in the life insurance 
busiress to greater economy in this di- | 


rection woul’ seem to make it possible to 
effect still firther reduction. 
“We were *ccorded all proper 


BESTS LIFE 


facilities | 


INSURAN 


an received promptly all the 
requested in furthering this e 
which we desire to acknowle« 
“The condition of the con 
4), 1908, as determined by 


ination is as follows: 


Cr 


* assistance 
xamination, 
ige. 
ipany 
this 


June 
exXxam- 


Statement 6 Months Ending June 30, 1908. 


ee re $50), OR) On 
1907 


(Capital stock 
Ledger assets Dec. 31, 
lDecrease of capital during the 

i months 


“eee eeneeewneeneeweenenene 


eee Ge 6écocee eet 6 be 
Income. 
First year's pre- 
 -wnkdsccens $130,025.26 
Less reinsurance... 135.96 


S129, 589.30 


Dividends applied... 2HS.40 
Surrender values 

i re 12,028.65 

Total new premiums...... 


premiums..$781,421.82 
reinsurance... 1,658.91 


Renewal 
Less 
$779,.62.91 

310.04 





bbividends applied... 


Total renewal premiums. 


’ 


—~ oe % O47 » 
.$7,366,327.02 


. 


$141,886.33 


$780,156.45 





Total premium income... 
Consideration for supple- 
mentary contractS ........ 
Interest On mort- 
rage loans ...... $46,127.52 
Interest on collat- 
erm] BOMMO .ccocc. 258.25 
Interest on bonds 


$922,022.78 


5,691.00 











NEW 


“a 


(“aims on supplementary con- 














PN Nieseaweeeeushaerns neue 6,247.00 
lbividends to stockholders.... 50,000.00 
Commissions on first year’s 

A Ae ee , 91,414.55 
‘ommissions on renewal pre- 

MR  \catevbdedwbsebaesdonns 23,327.06 
.llowances to managers and 

RR “nda ddebedaeendeadetes 28,542.55 
Agency supervision ......... 36.24 
Medical examiners’ fees...... 10,322.49 
Inspection of risks........... 1,710.38 
Salaries officers and employes, 50,119.51 
UE séneweuowes jenedeoasdeene 6,780.64 
BES dn de dedkedcdeccoasd 2,073.52 
Printing and stationery...... 7,708.41 
Put sdasede cdsecvedeaceevis 1,821.20 
Telegraph, telephone and ex- 

a 1,346.83 
AS SERED (i. cadéwenscuers 10,533.51 
Furniture and fixtures....... 4,086.65 
insurance taxes and fees.... 24,975.46 
Taxes on real estate......... 6,626.29 
Collections and exchange.... 325.74 
Investment expense ........ 1,026.34 
Miscellaneous expenses ...... 1,105.44 
Personal property tax........ 1,601.36 

Total disbursements ..... $573,951.58 
DE” s ce weccubasaenkons $7,502,582.49 
Ledger Assets. 

OO  aaprrrrrr rer cee F $208,525.84 
eas BORED cccscccveessss 2,082,652.58 
0 3,500.00 
Loans to policyholders....... 653,605.30 
Pee QI A ck ccs ceduse. 79,457.31 
Book value of bonds ......... 1,455,075.50 
Book value of stocks......... ? 356,542.86 
See ee Geseaceweeeeeeeees 3,985.68 
Deposits in banks on interest, 542,302.93 
Agents’ balances ............- 116,934.49 

Total ledger assets ..... $7 ,502,582.49 
Non-Ledger Assets. 
Interest due on mort- 

a 
Interest accrued on 

BROTOMEMON ccccccsces 94,753.15 
‘Interest accrued on 

DE” ecdaecduesenews 1,250.00 
Interest accrued on 

collateral loans..... 106.51 
Interest accrued on 

premium notes and 

policy loans ...... 1,631.28 
Interest due on other 

a 250.00 
Interest accrued on 

other assets ...... 1,182,82 
Ee GES cscatcaces 6,187.09 $50,765.66 
Market value of real estate 

over book value .......... 225.00 
Market value of bonds and 

stocks over book value.... 529,157.39 
Net amount of uncollected 

and deferred premiums.... 233,666.49 

Gross assets ............ $8,316,397.03 





and dividends on 
See «ovevseedées $4,416.23 
Interest on pre- 
mium notes and 
policy loans ..... 27,657.69 
Interest on deposits, 7,814.82 | 
Interest on other 
debts due the 
company 260.74 
 PPrrTrrrirrs 49,626.03 
Total interest and rents.. 166,161.26 | 
Profit on sale of | 
real estate ....... $10,590.00 | 
Profit on sale of | 
DO -<.sceedcseaune 6.75 
Premium notes pre- 
viously charged 
Gr  vdcéadesoeeedaues 1,255.06 | 
Agents’ balances 
previously charged 
Ge svedcassdésenes 104,480.20 
——— 116,332.01 
WORMS WRGGRID wc ccccccccecs $1,210,207.05 
Sy ceckdcwadenscedoeh wee $8,076,534.07 | 
Disbursements. | 
Net amount paid for losses.. $183,749.21 
re nace vedeunecddene kee 1,466.84 
Premium notes voided by 
DD +uct+deasudes¢cuueaees 1,541.60 
Surrender values paid in cash, 41,172.27 
Surrender values applied..... 12,028.63 
Dividends paid policyvholders.. 825.01 
Dividends applied to pay pre- 
ED lk ccccsccdocececaevess 373.54 | 


Dividends applied for addi- 
DES «eecdacevseeee séeseeses ‘ 
Investigating claims.......... 


268.40 | 
744.91 | Net 


Deduct Assets Not Admitted. 


Agents’ balances. ..$118,231.36 
Prem'm notes, loans 
and deferred and 
uncollected pre’ms 
in excess of re- 


Ree «icéticuteewa 

Total admitted assets .... 
Liabilities. 

reserve on outstanding 


21,182.49 $139,413.85 





$8,176,983.18 








24 


————— 


policies computed by the 
Department Actuaries’ 4 
per cent. and American 3% 
per cent. 
Reserve on outstanding poli- 
cies carried by the company 
in excess of Department re- 


Dt ¢hteskestadeanennadéene 19,557.85 
Present value of amounts not 

due on supplementary con- 

Pee ee 45,686.01 
Death losses unad- 

De sssendaseah $14,589.05 
Death losses no 

proofs received . 23,289.00 
Death losses re- 

er 2,000.00 
Annuity claims ...... 1,290.76 41,168.81 
Supplementary contracts due 

2] i -.cetesesestenes 100.00 
Premiums paid in advance.. 27,733.07 
Unearned interest premium 

Dn: steceedeckdadseeaseéos 581.66 | 
Unearned interest policy 

Dn: s2tcdaveeaesseeesaneasé 17,231.64 
Commissions on premium 

notes when paid............ 1,569.74 
Salaries and expenses due 

CE ccennseguneensace 3,000.00 
Medical examiners’ fees due 

Se C¢eceeeeuneecenes 2,170.00 
Taxes due or accrued ........ 10,892.50 
Dividends due _ policyholders, 150.05 
Dividends declared on annual 

dividend policies .......... 754.88 
Dividends declared on de- 

ferred dividend policies..... 4,643.96 
Set apart for deferred divi- 


Ps “PED -0606600s00c008 314,138.93 
Dt Pe, sedesascesnedens 300,000.00 


Unassigned funds’ surplus... 68,906.64 





Total liabilities ......... $8,176,983.15 
‘“*Respectfully submitted, 
“J. J. BRINKEROFF., 
*“‘Approved: “Actuary. 


“FRED W. POTTER, 
“Insurance Superintendent. 


sian ademinameielaaastl $7,118,697.50 | 


NATIONAL UNION, TOLEDO, OHIO. 
In our November issue, pages 8 and 9, 
we referred to an examination of this 
company by the Ohio Department. 
referring to various points brought out 
by the examiner's report, we stated our 
belief that the present plan of the order 
is unscientific and unsatisfactory. We 
have received an interesting letter from 
Abb Landis, the well-known fraternal 
society actuary, bearing upon this point, 





/' Which reads in part as follows: 


| Union 


“In 1904 (not in 
readjusted 
isting members and adopted a plan based 
upon the National Fraternal Congress 
Table of Mortality with 3% per cent. in- 
terest assumption, and applied the rates 
to all members, new and old alike. The 
rates were loaded for the purpose of 
providing for the deficiency which was 
due to a previously defective plan re- 
sulting from stopping the increase i» the 
net premiums at age 65 without anv pro- 
vision for accumulation to maintain rates 
level after age 65. Each year since 1904, 
l have made a valuation for the National 
Union and have carefully investigated its 
condition, and honestly believe that the 
society will not again need to change its 
plan, but that it will within a few years 
he in a position of technical solvency. 
The effort was not made to cure the im- 
pairment immediately but. in my optinion, 
ample provision was made to tnke care 
of the deficiency and wipe it out within 
a few vears. Any effort to provide for 
the deficiency immediately would have re- 
sulted in radical changes that would have 
done more harm than good and, there- 
fore, it was thought better to get rid of 
the deficiency by degrees. In my opinion, 
the National Union is one amongst the 
lest American fraternal societies, and I 
,elieve that under its present plan it will 
meet all of its obligations to the last dol- 
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and has aroused much speculation 


its rates upon all ex- | 
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PITTSBURGH LIFE & TRUST COM.- 
PANY, PITTSBURGH, PA. 

On page 31 of this issue will be found 
an article dealing with the details of 
the reinsurance by this company of the 
business of the Washington Life of New 
York, dating from Dec, 28, 1908. The 
‘““deal’’ was in several respects peculiar, 
and 
not a little criticism. 

The Pittsbirgh company has furnished 
us the following memorandum of its con- 
dition, after the reinsurance and trans- 
fer to it of the Washington Life’s assets: 
Condensed Report of Pittsburgh Life and 

Trust Company. 
Assets, December 31, 1908. 


a |} Cee sacéiarnweeeeesens $9,.851,671.50 
DOD . ciseens aedecetésenenees 4,.918,442.09 
Ce ee a 409,475.00 
Mortgage loans .....cccccces 4,142,000.00 


2,919,446.92 
29,698.48 


Loans to policyholders 
Collateral loans 


Premium motes .......6.eee55. 88,169.40 
Contingent reversion ........ 5, OOL00 
‘D ceeseeededhenduesseeseent 667,447.00 
Rents due and unpaid ....... 39,758.00 


101, 546).00 


329,355.00 


Interest due or accrued...... 
Premiums due or accrued 





errr TT eT eT rT TT. $23 502,663.39 
Liabilities. 
Legal reserve for the carry- 
ing out of all policy labili- 
DD Wie oe pe ninienekeens neal $21,407,816.00 
All liabilities 491,611.00 
$21,899,427.00 
to policy- 
holders in excess of all legal 
requirements 


other 


“* eee @ © @ 


Assets as security 


$1,603,236.39 
$23,502,663.39 
in force $75,000,000.00 
Capital fully paid $1,000, 000.00 
The capital has been increased, it will 


“eee ee @ ee 


_be noted, to $1,000,000, and is included, as 


lar, and I am sure that you will be 
pleased to correct the impression made | 
vy the quoted comment.” 


Stocks and Bonds. 


Rate used 


to obtain Market 














Description. s00k Val. Par Val. Mkt. Val. Value. 
Columbus Safe Deposit Co., Chicago, Ill.. $874,960." $218.0) 175 $381,500.00 
Chicago Title & Trust Co., Chicago, Il.. 165,182.50 163,000 108 176,040.00 
National Life Building Co., Chicago, Ill... 1.509.796.86 1,000,000 216 2, 160,000.00 
American Trust & Sav. B’k, Chicago, Ill.. 65,942.50 37,54m) =219 82,125.00 
First National Bank, Chicago, Il........ 20,815.00 54M) «6S87 21,285.00 
Corn Ex. Nat'l Bank, Chicago, Ill...... 219,846.00 57,9) 390 225,810.00 
City of Richmond, Virginia.............. 9,100.00 10,000 981% 9,812.50 
City of Winnipeg (School), Winn’g, Can.. 43,875.00 45,000 945% 42,468.75 
City of Winnipeg (School), Winn’g, Can.. 40,0000. O10 40,000 101% 40,700.00 
National Life Building Co............... 1,000,000.00 1,000,000 95 950,000.00 
Chicago & Milwaukee El. R. R. Co........ 14,075.00 17,000 38 6,460.00 
Arkansas Midland R. R. Co...........4.. 6, 0 On) 6,000 100 6,000.00 
South Side Elevated R. R. Co............ 342,025.50 365,000 95% 348,575.00 

Dh ct nent éemabesisoondmsaeneunsaee $3,811,618.36 $2,964,900 $4,450,776.25 

Collateral Loans in Force. 
Rate used Amt. 
to obtain loaned 

Description. Par. Val. Mkt. Val. Mkt. Val. thereon. 
10 shares Chicago Title and Trust Co. 

PE EURO casoccaccesedesqevensss $1,000.00 108 $1,080.00 $900.00 
15 shares Pacific Mutual Life Insurance 

oe: Cees ORG. oc ccedeserceceseses 1,500.00 200 3,000.00 2,000.00 
58 shares Memphis Savings Bank Capi- 

Dl? Pi. due hein eek des thus Geese sees es 1,450.00 75 1,087.50 600.00 

Dt icnbebecenéeoe6eedeeeessaeeenaes $3,950.00 $5,167,50 $3,500.00 


is apparently the capital of the Wash- 
ington ($500,000) in the surplus to policy- 
holders shown above; so that the com- 
bined surplus of the two companies, just 
prior to the reinsurance must have been 
small. 

The following communication has been 
sent by this company to its policyholders: 
“To the Policyholders of the Pittsburgh 

Life and Trust Company: 
“The stock of an established life in- 


surance company is rarely available. The 





Pittsburgh Life and Trust Company com- 
menced January 1, 1903, and 
has insurance in force on about fifteen 
thousand lives, who pay in premiums to 
the company annually about one million 
dollars. It has an additional annual in- 
come from interest and rents of about 
two hundred and fifty thousand dollars. 
From the earnings of the company dur- 
ing 1907, it paid a dividend equaling 6 
per cent. on the par value of the stock, 
and has paid a quarterly dividend during 
1908 of 1% per cent. 

“But few institutions during the recent 
financial depression continued to pay divi- 
dends, thereby showing that ordinary 
business depressions do not affect the 
earning power of a life insurance com- 
pany. It, is reasonable to assume that 
the Pittsburgh Life and Trust Company 
will be able to pay a much larger divi- 
aend to its stockholders in the near fu- 


business 
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ture. 
cent, 
surplus an amount equal to a 10 per cent. 


dividend on its capital stock during the | 
it should be able in the near: 


past year, 
future to pay dividends equal to those 
paid by similar institutions. One of the 
best companies, located in the State of 
Pennsylvania, has been, paying for some 


years dividends at the rate of 27% per 
cent. 
‘Recently those associated with the 


Pittsburgh Life and Trust Company pur- 
chased over 95 per cent. of the capital 
stock of the Washington Life Insurance 
Company for the purpose of operating it 
in connection with the Pittsburgh Life 
and Trust Company. 

“The premium income of the Washing- 
ton Life Insurance Company during 1905 
will equal about two million dollars, and 
from interest and rent the company will 


receive an additional income of about 
one million dollars, or, in other words, 
the Washington Life Insurance Com- 


pany has a total annual income of almost 
three times that of the Pittsburgh Life 
and Trust Company. Therefore, if the 
two companies are operated together, it 
should enable a saving of expenses, 
cause of both companies being conducted 
by practically one management, sufficient 
to make possible the payment of divi- 
dends which will be entirely satisfactory 
to the stockholders and at the same time 
permit the management to pay to the 
policvholders dividends equal to those 
that are paid by the very best life insur- 
ance companies. 


be- 


“Believing that it is to the best inter- 
ests of the policyholders of a life in- 
surance company to own stock in the 


company in which they insure, the man- 
agement of the Pittsburgh Life and Trust 
Company offers to you as a policyholdet 
the opportunity to subscribe for any num- 
ber of shares that you may desire to 
purchase, acccrding to the and 
conditions of the enclosed subscription 
blank. The par value of the stock is 
$50, and it is offered to you at $100. The 
Pittsburgh Life and Trust Company has 
outstanding at the present time a 


terms 


thousand dollars. Te authorized capital 
of the company is one million dollars. 
The management desires that the re- 
maining Treasury Stock shall be issued in 
order that the entire capital of one mil- 
lion may be outstanding. The policy- 
holders of the two companies number 
about forty thousand. 

“We enclose vou statement showing the 


eondition of the Washington Life Insur- . 


ance Company as certified to by the New 
York Insurance Department after having 
completed a very thorough 
as of December 31, 1907. We also enclose 
a statement showing the condition of the 
Pittsburgh Life and Trust Company as 
certified to by the Pennsylvania Insur- 
ance Department, after having made a 
very thorough examination of the com- 
panv as of June 30, 1908. 

“You will note that the capital and 
surplus of the Pittsburgh Life and Trust 
Company, as certified to, is more than 
$900,000: the insurance in force of the two 
companies exceeds $75,000,000; the total 
income of the two companies exceeds $4,- 
500,000; the assets of the two companies 





If it were possible to pay a 6 per) 
dividend and add to its general 





full | 
paid capital of six hundred and sixty-one | 


examination 











equal more than $23,000,000. It is be- 
lieved that under the economical manage- | 
ment of the Pittsburgh Life and Trust| 
Company, results satisfactory to the poli- | 
ecyholders and stockholders will be real- 
ized. We call your special attention to 
the reference to the low cost of the 
conduct of the business of the Pitts- 
Life and Trust Company, 


burgh as set | 





forth in the report of the Pennsylvania | 


Insurance Department’s examiners. 


“After considering the matter, if there | 


is any further information you desire be- 
fore making up your mind as to whether 
or not you wish to subscribe for any of 
the stock, we would ask that you com- 
municate with us and your letter will 
prompt attention. 
“Very respectfully, 

“W. C. BALDWIN, 

‘“‘President.”’ 
Pennsylvania Insurance Depart- 
recently completed an examination 
of this company to ascertain its condi- 
tion of June 30, 1908, and made the 

following report: 
“Commonwealth 
“Insurance 


have 


The 
ment 


as 


of Pennsylvania. 
Department. 
‘“‘Harrisburgh, Pa. Nov. 11, 1908. 
|. David Martin, Insurance Commis- 
sioner of Pennsylvania, do hereby certify, 
that at the request of the Pittsburgh Life 
and Trust Company, I have caused an ex- 


amination to be made of the books and 
accounts of said company, and the as- 
sets and liabilities as of June 3, 1908, 
were as follows: 

Assets. 
TT CTT TT TT $3.491, 0600.00 
I TORN « cccddoccivases 252,600.00 
Comeerts PORME <ccccocccecces 47,500.00 
Pe 6 cawenscindceewece 514,536.56 
Premium notes and lien notes 88,773.44 
Bonds $393,408.41: stocks $8,- 

SE ones eccdbste Wess theqeves 401,658.41 
(‘ash in banks and on hand.. 36,222.15 
Contingent reversion ......... 5,700.00 
Interest and rents due and ac- 

eS er re 38,841.47 
Net due and unreported pre- 

RR i inn cen cede cewek 48 27,581.80 

ey IR a dn bas oceans $4,944,413.83 


Liabiiities. 
Legal reserve for the carrying 


out of policy liabilities . $3,751, 879.00 
All other liabilities .......... 280,587.01 
$4,012, 466.01 

Assets as security to policy- 


holders in excess of all legal 
requirements 931,947.82 
Total liabilities .......... $4,944,413.83 

“The capital stock was carefully check- 
ed and certified to by the Registrar. In- 
come and disbursements were gone over 
carefully. 

“The real estate was appraised by sev- 
eral independent rea! estate experts and 
builders hoth in New York and in Pitts- 
burg. 

“The affairs of the company have been 


“*eeeneveeeneeneenee 


had disbursed for expenses during 1964 
and 1905, over 42% per cent. of its pre- 
mium income, whereas in 1907, the Pitts- 
burgh Life and Trust Company transacted 
its entire business at a cost that equalled 
but 1) per cent. of its premium income. 
showing a reduction in the handling of 


_the business of the Security Trust & Life 


Insurance Company of over 25% per cent. 

“It would seem, therefore, that the re- 
insurance and grouping together of these 
companies was a distinct advantage to 
the policyholders of each. 

“Every facility for making a thorough 
examination and whatever assistance pos- 
Sible was given by the officers and the 
employees of the company, and every 
courtesy shown your examiner. 

‘In Witness Whereof, I have hereunto 
set my hand and affixed my official seal]. 
the day and year first above written. 

“DAVID MARTIN, 
“Insurance Commissioner.”’ 

Lust month we referred to an exam- 
ination of the company by the West Vir- 
ginia Insurance Department, which found 
that on June 30, 1908, the capital of the 
company was impaired, instead of show- 
ing a considerable 


surplus over capita! 
and all other liabilities, as does the re- 
port of the Pennsylvania Department. 
This article will be found on pages 10 


and 11 of last month’s issue. The differ- 
ence between the figures of the West Vir- 
ginia and Pennsylvania Departments is 
evidently due to the valuation of the real 
estate which forms a part of the 
total assets. We referred to this 
frequently. 


large 
have 





INSURANCE COM- 
AMERICA, CHICAGO, 


SECURITY LIFE 
PANY OF 
56.4... 

The recent failure of the Fidelitv Fund- 
ing Company of New York city raised the 
question of the effect of the failure upon 
this company. We addressed an inquiry 
to the 


company regarding this matter 
and it sent us a photograph of a tele- 
gram, addressed to it by the Commis- 
sioner of Insurance of Virginia, as fol- 
lows: 


“Richmond, Va., Dee. 17, 198. 

W. O. President, 
“The Rookery, Chicago, III. 

“Mr. WNelley, who was appointed by me 
to investigate the situation in regard to 
the indebtedness of the Fidelity Funding 
Company to your company, reports as fol- 
lows: ‘Acting under instructions from 
you I have completed a thorough examin- 
ation of the business connections of the 
Security Life Insurance Company of 
America with the Fidelity Funding Com- 
pany and beg to report that at this time 


“Colonel Jounson, 


the only indebtedness of the Fidelity 
Funding Company to the Security Life 


|Insurance Company of America is the 
/sum of four hundred and eighty dollars 
and eighty-three cents due for unpaid 
first year premiums.’ I am very much 
gratified indeed at this report and con- 
gratulate vou upon the outcome. 


managed with the object in view of Keep- | 
ing the expenses as low as those of the. 


most economically managed life insurance 
companies. 

“In September, 1906, the business of 
the Security Trust & Life Insurance Com- 
pany was reinsured by the Pittsburgh 
Life and Trust Company. That company 


“JOSEPH BUTTON, 
‘“‘Commissioner of Insurance.”’ 





SEMINOLE SECURITIES COMPANY, 
COLUMBIA, S. C. 


Receivers to be Appointed. 
following the an- 


Eariv in December, 








nouncement that this company had ac- 
quired a controlling interest in the stock 
of the Southern Life Insurance Company 
of Fayettevi.le, N. C., very serious coiarges 
were made concerning the principals in 
this “‘deal.”’ It was alleged that a gross- 
ly excessive price was paid for the South- 
ern stock—twice its real value: that from 
the proceeds of the transaction, invo.v- 
ing about $300,000 in cash and notes 
(about half-and-half) a commission, aiso 
in cash and’ notes, of about $80.00 was 
paid to the intermediary by the Southern 
Life, part of which it Was suggested, was 
uitimately received by officers of the com- 
pany: and that the affairs of the Semin- 
ole company had in general !een man- 
uged with gross incapacity, if not actual 
fraud. These charges, and others, were 
vigorously denied by those’ interested. 
After a long hearing. Julge Watts, 
in the Court of Common Pleas, at Cher- 
aw, S. C., announced on December 235, 
that he would appoint receivers for the 
Seminole company, saying in part: 

“I am of the opinion that justice in- 
peratively demands that a receiver should 
Le appointed” and that “I unhesitatingly 
say that the commission paid, shocks my 
conscience.”’ 

The Seminole Securities Company was 
formed to finance the organization of the 
Sterling Casualty Company, which was 
to be incorporated under the laws of 
South Carolina with $100,000 paid-in capi- 
tal and a paid-in surplus of $50,~0. We 
printed its charter in full in our issue 
of May 30, 1908, page 132, as part of 
an article upon the Carolina Agency 
Company, which was then operated by 
John Y. Garlington, the promoter and till 
the present time the president of the 
Seminole Securities Company. About the 
middle of 1908, negotiations were opened 


for the purchase of a majority of the) 
shares of stock of the Southern Life, that | 
power to | 


company’s charter giving it 
write various casualty lines as well as 
life insurance. It was decided that this 
would be more advantageous than to 
organize a small separate casualty com- 
pany. 

On July 31, 1908, the stockholders of 
the Southern Life voted to increase its 
capital to $500,000. It was also voted to 
sell 2300 shares (par value $50 per share) 
of the increase to the Seminole Securi- 
ties Company, and to give that company 
the sole right to sell the remaining 4000 
shares. On September 17, 1908, the di- 
rectors of the Seminole company ac- 
cepted a definite proposition regarding 
the stock, as per the following letter writ- 
ten by the Southern Life on September 
16: 

“Fayetteville, N. C., Sept. 16, 19°. 
“Mr. John Y. Garlington, President, and 
the Board of Directors, Seminole Se- 

curities Company, Columbia, S. C. 

“My Dear Sir: On July 31, 1908, the 
stockholders of the Southern Life decided 
to increase the capital stock of this com- 
pany from $150,000 to $500,000, and sell 
the additional $350,000 in territory where 
the company proposes to do business. 

“We hereby agree to sell you $150,- 
000 of the stock on terms as follows: 
One hundred and fifteen thousand stock 


for $230,000, half cash and balance on. 


your company’s notes, with interest at 
6 per cent., secured by the stock of this 
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company until same is paid for. Thirty- 
five thousand dollars worth of stock 
for $87,500, half cash and balance same 
terms as above. 

“In view of the fact that you have 
an organized force of stock salesmen, 
we will further agree to give vou the 
exclusive sale of the other $200,000, to 
be sold within two vears at a price to 
vield the company not less than $150 
per share of $50. 

“(Signed) The Southern Life Insur- 

ance Company, Per C. J. Cooper, man- 

ager. 

“Witness: B. W. Lacy, Jr.”’ 

Hebert’s Immense Commission. 

The deal was put through upon sub- 
stantially these terms: but. as. stated 
a ove, C,. J. Hebert, of Chattanooga, 
Tenn., Was paid an enormous ‘“‘commis- 
sion’’ for his services in the matter. He 
received $7,416.85 in certificates of de- 
Posit, a check for $51.15, and notes of the 
Seminole Securities Company for $67,300; 
and was entitled to a stock bonus in ad- 
dition. These facts becoming public, 
stockholders of the Seminole Company 
‘harged fraud, and asked for the ap- 
pointment of a receiver, with the result 
set forth at the beginning of this article. 

The Three Trustees. 

The stock of the Seminole company was 
scold by “high-pressure” canvassers, who 
are reported to have made the most 
ciowing and impossible estimates of pro- 
ft in order to obtain subscriptions. To 
make their operations easier, three prom- 
inent men were appointed trustees, to 
hold the proceeds of the sale of stock, 
and later invest it in the stock of the 
proposed Sterling Casualty Company. The 
trustees were Washington A. Clark, Wilie 
Jones, and Thomas S. Bryan. The agree- 
ment which fixed their duties and powers 
was in part as follows: 

“And whereas, in order to insure and 
safeguard the subscribers to the capil- 
tal stock of the said Securities com- 
pany, it is proposed to ynace so much 
of the funds arising from the sale of 
the stock of the Securities company as 
may be necessary to purchase and pay 
for the entire issue of capital stock in 
the Sterling Accident Company, to wit: 
the sum of $160,000, and such further 
sum as may be necessary to pay for 
any premium upon bonds which may 
be purchased as hereinafter provided 
for, in the hands of trustees to be here- 
inafter named, and when the said Ster- 
ling Accident Company shall have been 
fully organized, then to _ invest the 
funds so placed in the hands of said 
trustees in such State, corporate or 
municipal bonds as may be required by 
the authorities of the State wherein the 
said company shall be organized, to be 
deposited and pledged under its act of 
incorporation: and, further, to place 
the entire issue of stock in the said 
Sterling Accident Company in the hands 
of said trustees for a period of not less 
than 10 years, giving and granting unto 
the said trustees the exclusive power of 
voting the same at all elections: 

“Now, therefore, we, the Seminole Se- 
curities Company, in consideration of the 
premises and in consideration of the sum 
of $1 to us paid by the said trustees, do 
here’y nominate, constitute and appoint 
the said Washington A. Clark, Wilie 
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Jones and Thomas 8S. Bryan. trustees. 
'and do hereby covenant and agree to de- 
posit with the sald trustees, as the eame 
sha.l be collected, the funds which shal! 
arise from the sale of stock in the Semin- 
ole Securities Company in an amount 
which shall be sufficient to pay for th: 
$10).000 of capital stock to be subscribed 
and paid for in the Sterling Accident 

‘ompany, and such further sum as may 
he necessary to pay for the premium on 
the bonds to be deposited as hereinafte: 
referred to, the same to be held by the 
said trustees upon the following trust 
and for the following purposes. viz: 

“1. In trust to hold the said bonds as 
the same shall be paid over to. thr 
the trustees and deposit the same in some 
approved national bank or banks at in- 
terest upon the most favorable terms. 

“!’. And when the said funds so de- 
posited shall amount to the sum of $100,- 
Hoo, then on behalf of the said Securities 
company to invest the same in a like 
amount of capital stock of the said Ster- 
ling Accident Company, which shall have 
heen subscribed for by the said the Sem 
inole Securities Company. And upon fur- 
ther trust from time to time as the said 
funds shall be received and turned over 
to the trustees to invest the same in such 
State, corporate or municipal bonds as 
may be agreed upon, and such as shall 
be required under the laws of the State 
wherein the said Sterling Accident Com- 
pany shall be incorporated, which bonds, 
when so purchased, shall be held upon 
like trust to be used by the said trustees 
in behalf of the said Seminole Securities 
Company in the payment of stock in the 
said Sterling Accident Company, and on 
behalf of the said Sterling Accident Com- 
pany to be pledged and placed with th: 
proper State authorities wherein the said 
Sterling Accident Company has been in- 
corporated, under the provision of the 
laws of the said State. 

“And the said company 
agrees that the entire issue of the capi- 
tal stock of the said Sterling Accident 
Company, when issued, shall be placed 
in the hands of said trustees to be held 
by them for a period of ten years; giv- 
ing and granting unto the said trustees 
full power and authority at their stock- 
holders’ meetings, whether regular or 
special, to vote upon all questions which 
may arise, as in their judgment shall best 
subserve the interest of the stockholders 
of the said the Sterling Accident Com- 
pany: and also at all annual meetings 
to vote for such board of directors of the 
said Sterling Accident Company as shall 
in their judgment best subserve and most 
safely protect the interest of the said 
stockholders. 

“And we, the said Washington A. 
Clark, Wilie Jones and Thomas S. Bryan, 
trustees as aforesaid, hereby agree to ac- 
cept the said trust and to do and per- 
form all of the duties herein imposed upon 
us as trustees in behalf both of the stock- 
holders of the said the Seminole Securi- 
ties Company and the stockholders of the 
Sterling Accident Company.” 

This agreement was executed Januar” 
31, 1908. 

The trustees opposed the appointment 
of the receiver, alleging that they had 
nothing to do with the making of the 
Southern Life deal, knew nothing of the 


Securities 
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representations made by salesmen in ob- 
taining subscriptions, and “were 
lutely ignorant of any commissions paid 
or agreed to be paid by the Southern 
Life Insurance Company or its officers out 
of the funds received by them from the 
Seminole Securities Company. until 
about two months after the consummation 
of the said purchase” ; 

“That upon learning of the commis- 
sions, as above set forth, that had 
paid and being deeply impressed with the 
impropriety of the same, these defend- 
ints on the ith day of December, ad- 
dressed John Y. Garlington, president, a 
letter declining to serve any longer under 


abso- 


been 


the contract entered into with him of 
date January 31, ‘except as we may be 
advised to be proper and necessary to 
protect the interest of the present stock- 
holders or to enforce the collection of 
choses in action which may have been 


placed in our hands by the Seminole Se- 
curities Company.’ That at the meeting 
of the stockholders of the Seminole se- 
curities Company above referred to, these 
defendants were requested to withdraw 
their resignation and to continue to act 
on behalf of the stockholders’ of 
Seminole Securities Company and 
then named as members of the com- 
mittee of six referred to. That 
said defendants are co-operating with the 
said committee and doing all in their 
power to protect the interest of the stock- 
holders of both the Seminole Securities 
Company and the Southern Life Insurance 
Company.” 

These quotations «are 
of the trustees in the 
receiver, in which the 
joined as defendants. 

The same people have associated 
in other schemes of Mr. Garlington, the 
originator of the Seminole scheme. Clark 


the 
were 


above 


from the answer 
asking for a 


were 


Suit 
trustees 


been 


was president and Jones vice-president 
of the Carolina Agency Company, which 
Garlington operated, and which acted as 
the general agent of the State Mutual 


Life Insurance Company of Rome, Ga., in 
South Carolina. We printed a long article 
regarding the Carolina Agency Company 
in our issue of May 30, 1908, pointing out 
the fact that it was apparently trying to 
evade the law prohibiting all ‘‘schemes” 
for the artificial stimulation of the life 
insurance business. Many and loud were 
the complaints concerning the methods 
by which the agency company stock was 
sold. Our article is interesting in the 
light of these later developments, for it 
showed clearly how disingenuous were 
some of the statements made to us, justi- 
fying the belief that similar methods 
were used to sell stock, as has been so 
often charged. 

Besides the action before Judge Watts, 
fully reviewed above, there is another 
action pending before Judge John S. Wil- 


Seminole com- 
amount of 


the sale of stock of the 
pany were diverted to 
$75,000 or $100,000, 

Elsewhere in this print an 
article under the caption ‘‘Southern Life 
insurance Company, Fayetteville, N. C.,”’ 
Which should be read in connection with 
this article. 


the 


issuc We 





SOUTHERN LIFE INSURANCE COM- 
PANY, FAYETTEVILLE, N. C. 


Last month we referred to the sale of 
the control of this company to the Sem- 
inole Securities Company. It now trans- 
pires that a commission of nearly $89#,- 
WY) was paid to CC. J. Hebert of Chatta- 
nooga, Tenn., for negotiating this deal, 
and suits have been instituted by stock- 


holders of the Seminole company and 
which resulted in a statement by 
Watts in the Court of Common 


Cheraw, 3S. C.. on December 29, 


others, 
Judge 
Pleas at 
that he would appoint a re 
Seminole Securities Company. The whole 
affair is reviewed at length elsewhere in 
this under the heading 
Securities Company.” 

As a result of this 
publicity given to the terms of the deal, 
Insurance Commissioner McMaster, of 
South Carolina, has ordered the Southern 
Life to show cause on January 18, 1909, 
why its license should not be revoked. His 
letter to the company is self-explanatory, 
and is as follows: 


ceiver for the 


issue “Seminoie 


notoriety and the 


“December 16, 1908. 

“southern Life Insurance Company, 
Mr. C. J. Cooper, General Manager, Fay- 
etteville, N. 
receipt of vour statement of December 12, 
the sale of $115,000 of the treasury 
stock and $35,000 of individual stock of the 
Southern Life Insurance Company to the 


as to 


Seminole Securities Company, with the 
accompanying exhibits named therein. 
“A careful consideration of the state- 


therein seems to me to 
show that on July 15, 19V8, the Southern 
Life Insurance Company, through your- 
self as general manager, entered into an 
agreement with Mr. C. J. Hebert to sell 
the capital stock of the company to the 
amount of the difference between $5>),000, 
the authorized capital, and $165.0 al- 
ready placed, at a price far in excess of 
the market and actual Known value of the 
stock to yourself and the other officers 
and directors of the company. The ex- 
cessive commissions agreed to be allowed 
Mr. Hebert; the general tenor of the con- 
tract of July 15, and of the letters and 
telegrams, which passed between the com- 
pany and Mr. Hebert, convince me that 


ments contained 
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tember 24, 


| cally a sharer in the methods, 


| tember 7, 
'of actual sale of $25,000 


(*.—Dear Sir:—l acknowledge | 
'dence 


gzotiation 


ED — - —_——— ED 


2,200) twenty-three hundred 
shares of par value of $50 per share were 
soid to the Seminole Securities Company 
at a price averaging $108'% per share; 
that all of the members of the executive 
committee of the compeny, together with 
the president, general counsel, secretary, 
manager and assistant to the 
were present at the passing of 
resolution confirming the sale of the 
stock, and must have been parties to and 
cognizant of the transactions leading up 
to it. 

“I find 


goneral 
manager, 


tne 


as a matter of fact thaton Sep- 


15, between the Southern Life and Mr. 
Hebert, was an exclusive contract. and 
one most profitable to both Mr. Hebert 


and the company, yet it is surpassed and 
supplemented, in a measure, by the con- 
tract made on September 23, when the 
Seminole Securities Company. whereby 
the unsold portion of the capital stock of 
the Southern Life Insurance Company, 
par value $50 per share, was to be sold 
by the Seminole Company so as to yield 
the Southern Life not less than $150 per 
share, and herein the interest of the 
Southern Life, the Seminole Securities 
Company and C. J. Hebert become so in- 
extricably mixed as to make each practi- 
as well as 
in the profits to be gained from the pub- 
lic. 

“I find also that, despite the statements 


contained in the telegrams and letters 
passing between Mr. Hebert and the 
Southern Life, from August 19 to Sep- 


1908, in which mention is made 
worth of stock, 
and prospective sales of from $15,004 to 
$150,000 worth of stock, there is no evi- 
whatever that any stock was sold 
by Mr. Hebert to any party other than 
to the Seminole Securities Company, ne- 
with whom did not commence, 
apparently from your record, until the 
trip to Atlanta, by a representative of 
your company to lea] proposed 
by Mr. Hebert. 

‘“*The community of interests made evi- 
dent between Mr. C. J. Hebert and the 
Seminole Securities Company, to all of 
which the Southern Life Company seems 
to have been privy, forces the conclusion 
that the Southern Life was cognizant of 
the methods that were required to ena- 


close a 


, ble the stock of the Southern Life to be 


uation. 


sold at what seems to be an absurd val- 
Hence the conclusion that if the 
officers and directors of the Southern Life 
were privy to these apparently necessary 
methods, that they are and were willing 


_to be guilty of imposing upon the pros- 


, this stock could not have been sold at the! 


son, which is a petition of W. G. Ruddell | 


et al. for an injunction against the Sem- 
inole company, the trustees, the Bank of 


prices agreed upon between the company 
and Mr. Hebert, if a true and honest rep- 
resentation of the condition of the com- 
pany were made to the public—the pros- 
pective fellow stockholders, or the present 


officers and directors of the company. It 


Fairfax, the Hampton Loan and Exchange | 


Bank and John Y. Garlington, and for the 
appointment of a receiver. Ruddell be- 
came an agent for the Seminole company, 
and alleges in his complaint that pre- 


miums for accident policies were collected 
in advance, for 
issued; 


policies have 
proceeds of 


which no 


been and that the 


agreement with Mr. 


| 


seems to me that the facts shown in this 
Hebert, to which all 
of the officers and directors were, or 
should have been, cognizant, presuppose 
and are based upon intentional deception 
of the public as to the actual value of the 
stock. 

I find as a matter of fact that on Sep- 


pective purchasers, who would become 
their fellow stockholders. 

“If this be true, | am of the opinion 
that so long as the company remains in 
control of its present officers and direc- 


'tors that it is not ‘a safe and reliable 
concern.’ 

“This, therefore, is to summon you to 
show cause before me at my office, in 


Columbia, S. C., on January 18, 1909, at 
noon, why your license to do business in 
South Carolina should not be revoked, on 
the grounds that the Southern Life Insur- 


'ance Company is not a safe and reliable 


concern, for the reasons above stated. 
This done in accordance with the Act 
creating the Insurance Department of 
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South Carolina, 
1908. 


approved February 24, 
Very truly, 

“F. H. McMASTER, 
‘Insurance Commissioner.”’ 


The Southern Life advised us, just as 
we were going to press, that on De- 
cember 22, 1908, its directors adopted 
the following resolution: 

“Whereas, In a_ recent transaction 
with the officers and directors of the 
Seminole Securities Company, of Colum- 
bia, S. C., comments have been made 


derogatory to the reputation of the name 





of The Southern Life Insurance Company | 


and its directory, and 

“Whereas, the officers and directors of | 
this company desire to put themselves) 
right before the public and to preserve 
the integrity and good name of The) 
Southern Life Insurance Company, and 
having no intention, directly or indirectly, | 
to be connected with, or concerned in, a | 
transaction of any kind which would. 
work injury either to the Seminole Se- | 
curities Company or any stockholder | 
thereof, it is now 

‘Resolved, That the attorneys of this 
company, by and with the consent of a 
committee of three, consisting of J. W. 
McLauchlin, L. Shaw and H. W. Lilly, 
are hereby authorized to settle the en- 
tire controversy as in their judgment 
may be equitable to all parties con- 
cerned.”’ 

The Southern Life, by B. W. Lacy, Jr., | 
its vice-president, advised us that, pur-. 
suant to the resolution, the committee 
thereby appointed, the general counsel 
and Mr. Lacy attended a meeting of the 
stockholders of the Seminole ponerse 
Company in Columbia, ‘‘and made an) 
immediate adjustment of the whole 
matter with their new board of directors. 
We return to them the money paid to} 
us as the invested proceeds of their pay- | 
ment mature, so that no hardship can 
be worked on this company.” | 

The company on December 9th applied 
for a license to transact accident and. 
liability business, but this was refused 
because of the developments in the 
Seminole Securities Company deal. 

Insurance Commissioner McMaster has | 
issued a long statement reviewing his 
relations with the Seminole Company, over 
which he has no control. He was always 
met with the statement that it was 
simply selling stock, and not transacting 
an insurance business. When the South- 
ern Life deal was completed, he sought 
information from John Y. Garlington, 
president of the Seminole Company, who 
stated that an actuary had placed the 
value of Southern Life stock at $150, but 
that “other considerations entering, the 
Seminole Securities Company had paid 
$216 therefor.’’ He stated that this was 
treasury stock. Later C. J. Cooper, gen- 
eral manager of the Southern Life, stated 
to the Commissioner that ‘‘a whole lot of 
commissions” had been paid in the deal. 

The company has issued a pamphlet 
giving a history of the deal. The more 
important portions are as follows: 


Se 


— —— 


“Statement of the Southern Life Insur- 
ance Compary of Sale of $115,000.00 of 
its Treasury Stock and $35,000 of 
individual Stock tc the Seminole Se- 
curities Company. 





contract 
,of 30 per cent. was, therefore, considered 
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December 31, 1908. 


“Ist. In order to extend its business taken the matter up with the Seminole 


rapidly and build up a company of im- 
posing proportions, it was decided to 
offer to the public, at a premium, ‘treas- 
ury stock provided for the company’s 
charter. The sale of this stock was for 
the purpose of obtaining surplus funds 
for expansion, and to create a strong, 


substantial and thoroughly safe company 


in a short time. Accordingly on July 31, 
1908, a stockholders’ meeting was held, 
after due notice, in the city of Fayette- 
ville, for the purpose of discussing the 


matter, and a resolution authorizing the | 


sale and instructing the executive com- 
mittee to see that the stock was placed 
advantageously to the company was 
passed. 

“2nd. In pursuance of this resolution 
it was decided to employ a stock sales- 


man, looking to a speedy, economical sale 


of the stock, and on August 14, 1908, a 
contract was made with C. J. Hebert, of 
Chattanooga, Tenn., a stock salesman 
and life insurance man of experience (a 
copy of which is hereto attached and 
marked ‘Exhibit A,’ 2 pp., and made a 
part of this report). who undertook a sale 


of the stock for the company, upon com- 
missions, as will appear by reference to 
| ‘Exhibit A.’ 
vided that it was to be for a sale of the 


This contract expressly pro- 


whole of the treasury stock of the com- 
pany and exclusive in its rights. Par- 
ticular attention is called to this fact. 
Hebert was to finance himself, was to 
pay the salaries, advances and traveling 
expenses of any and all men employed by 
him, was to make returns to the company 
under the aforesaid contract net, and 
without further discount, other than as 
provided in the commission paid. The 
providing a basis commission 


by the company to be more favorable 
than a 2) per cent. or even a 10 per 
cent.. contract that would have left to 


| the company these expensive duties. See 
*Exhibit A.’ 


“3rd. After the execution of the con- 


tract referred to in the second paragraph 
of this report, the said C. J. 
tered upon his labors to sell the stock of 


Hebert en- 


the company. His reports to the com- 
pany indicated that he had traveled from 
State to State: in more than one State 
had employed several traveling salesmen, 
contracted with sales agents in the large 
cities of Georgia, Tennessee and other 
States, and particularly had secured the 
services of two salesmen who had form- 
erly been connected with the Seminole 
Securities Company. After 
gaged in the work for some time, the 
officers of the 
Company were requested to go to Atlanta 
for the purpose of closing up a sale of a 
large block of stock. (See copies of let- 


being en- | 


Southern Life Insurance | 


| 
| 


| 


ters and telegrams marked B—1, 2 and) 


numbered consecutively to 9, of C. J. 
Hebert, 
made a 
thereof). 
company was notified by ‘phone that the 
said Hebert had interested the Seminole 
Securities Company of Columbia, S. C., in 
a proposition to sell that company a large 
block of the stock of the Southern Life 
Insurance Company. This company was 
later informed that Hebert and several 
of his salesmen had gone to Columbia and 


part of this report, explanatory 


Before leaving for Atlanta, the | 
ever, as part of the 3000 shares originally 
subscribed for required that outstanding 


which are hereto attached and | 


| 
| 
, 
| 
| 








Securities Company, and the Atlanta deal], 
in consequence thereof, was relinquished, 
On the 16th day of September, 1908, th 
said C. J. Hebert came to Fayetteville 
and made a proposition to the Southern 
Life Insurance Company for the sale to 
the Seminole Securities Company of $15,,- 
000 of stock for $325,000, half in cash and 
half in notes, the subscription proposing 
the contract rate of 200 per 100 for the 
first $100,000 stock and 250 per 1) for 
additional $50,000 stock. The company 
thereupon agreed to this subscription and 
wrote a letter, to be transmitted to the 
president and board of directors of the 
Seminole Securities Company by the said 
C. J. Hebert. (See ‘Exhibit C,’ 2 pp., 
hereto attached and made a part of this 
report). These rates of subscription were 
accepted by this company as approved 
under Hebert’s contract. (See ‘Exhibit 
A’). At the same time, in order to wiv: 
the Seminole Securities Company an ef- 
fective option on all unsold stock, it was 
proposed, with the consent of the said 
Hiebert, that they be made exclusive sales 
agents therefor, and an agreement 
accordingly signed, a copy of which is 
hereto attached and marked ‘Exhibit D,’ 
3 pp. The said Hebert, armed with the 
aforesaid letter as a credential, together 
with an agreement to appoint the Sem- 
inole Securities Company sole sales agent 
for the balance of the stock, appeared be- 
fore the board of directors of the Semin- 
ole Securities Company. but the _ said 
C. J. Hebert at that time placed in the 
possession of said Seminole Securities 
Company also a letter written by himself, 
ugreeing, as sales agent, to certain con- 
ditions, about which this company had 
not been consulted, and to which this 
company would not agree when infor- 
mation of their tenor reached it. The 
Seminole Securities Company, however, 
accepted the proposition laid before it 
by the said C. J. Hebert, subject to the 
valuation of the stock of the Southern 
Life Insurance Company and the standing 
of said company, to be ascertained by in- 
vestigation. See ‘Exhibit E.’ 
“Thereafter, the officers of this com- 
pany notified the officers of the Semin- 
ole Securities Company that the condi- 
tions set out in the letter of C. J. Hebert 
were unauthorized, and that this com- 
pany would not consummate a contract for 
a sale of the stock coupled with the con- 
ditions embodied in the letter of the said 
Cc. J. Hebert. The Seminole Securities 
Company, however, proceeded to investi- 
gate the value of stock and the standing 
of this company, and, after a report by 
experts employed for that purpose, the 
whole matter was _ fully considered. 
Thereafter, C. J. Hebert presented to 
the officers of this company a resolution 
passed by the board of directors of the 
Seminole Securities Company ratifying 
and authorizing the purchase of the stock 
of the Southern Life Insurance Company. 
The Seminole Securities Company, how- 


was 


stock of the value of $35,000 be pur- 
chased from various individuals, which 
cost a total of $40,295.87 (see ‘Exhibit X’), 
and which stock was sold to the Seminole 
Securities Company at the price of $75,- 
6™ (actually paid only $70,532.00. See 














December 31, 1908. 


Exhibit M), and which left only $115,- 
WM), par value of treasury stock sold in 
the transaction, in pursuance of the orig- 
inal proposition made by the Seminole 
Securities Company, through C. J. Hebert, 
sales agent, as amended at the request of 
the Seminole Securities Company as above 
described, which is embodied in ‘Exhibit 
A,’ a copy of which resolution is hereto 
attached marked ‘Exhibit F,’ and made 
a part of this report, in explanation there- 
of. 

“dth. Upon a report by Mr. Cooper to 
the executive committee, the same was 
approved and a resolution was passed 
authorizing the said C. J. Cooper to ar- 
range the details of the transaction. See 
copy of minutes of executive committee 
hereto attached, marked ‘Exhibit G,’ 3 
pp, and made a part of this report. 

“Sth. The deal made by the said C. 
J. Hebert, sales agent, with the Semin- 
ole Securities Company was then closed 
and settlement was made as follows: (see 
Icxhibit Z 4 pp.). 

“The Seminole Company, 
through its officers and trustees, paid 
over to C, J. Cooper, general manager, in 
cash the sum of $16,464, time deposits 
$123,321.72, 
Securities Company payable one year 
from date secured by stock of the South- 
ern Life Insurance Company as collat- 
eral in the sum of $162,500 and thereupon 
the said C. J. Cooper settled with C. J. 
Hebert, sales agent, paying him the sum 
of $7,416.85 in certificates of deposit and 
notes of the Seminole Securities Com- 
pany, not endorsed by the Southern Life 
Insurance Company, amounting to $67,- 
300, leaving to go into the treasury of 
the Southern Life Insurance Company in 
cash $16,464; in certificates of deposit, 
$115,904.87: in notes of the Seminole Se- 
curities Company $95,200, making a total 
(after paying commissions to the sales 
agent) of $227,568.87, out of which was 
paid $40,295.87 for the purchase of indi- 
vidual stock for the Seminole Securities 
Company as required by them under 
agreement, leaving a net balance of $187,- 
273 representing an increase of $115,000 
in capital stock, and $72,273 in surplus. 

“The foregoing report (5 pages) to- 
gether with the exhibits attached hereto, 


Securities 


is a complete and accurate statement of | 


the purchase of $150,000 stock of the 
Southern Life Insurance Company by the 
Seminole Securities Company.” 
Exhibit A. 
“Fayetteville, N. C., July 15, 1908. 
“Mr. C. J. Hebert, 
“Fayetteville, N. C. 
“My dear Sir: 
“This letter is written in duplicate and 


when accepted by you, shall be consider-«| pany. 


ed to set forth the terms of an agree- 
ment between you and the Southern Life 
Insurance Company, as hereinafter stated. 

“The Southern Life Insurance Company 
agrees to constitute you its sole agent 
for the purpose of procuring applications 
for the capital stock of the company and 
obtaining settlements therefor upon the 
following terms: 

“You are to undertake the sale of the 
stock as expeditiously as possible, acting 
either in person or by deputy, with the 
understanding that you are to be re- 
sponsible for the settlements under such 


and the notes of the Seminole | 


applications to the Southern Life Insur- 


ance Company and that the settlement 


shall accompany the application in every | 


case, as the stock cannot be delivered 
until paid for, as provided in the North 
Carolina Insurance Law. 

“The amount of capital stock of said 


| 
| 


' 


| 


iMr. J. Y. 
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Garlington, President and tne 
Board of Directors, Seminole Securities 
Company, Columbia, 8S. C. 

“My dear Sir: 


“On July 31, 1908, the stockholters of 


'*The Southern. Life’ decided to increase 


{ 


company to be sold by you is to be $000,- | 
000, less the present amount of capital | 


stock $165,000. The sales 
said capital stock is to be subject to 
mutual agreement with the understanding 
that the said sales price shall not be less 
than $100 for each 350 share, unless 
otherwise especially arranged in writing 
in advance of such sale. You are to 
pay the company $70 for each $50 share. 
When the sales price is advanced, under 
mutual agreement, you and this company 
are to share equally in the proceeds of 
such advance, such advance to become ef- 
fective after the sale of $100,000 (par 
value) stock. 

“It is further provided, that in addition 
to the renumeration herein provided, you 
shall receive a bonus of $7,500 stock, fully 
paid and non-assessable, on each $100,000 
worth of fully paid capital stock, par 
value, sold to you or parties whom you 
may designate. The first bonus of said 
$7,000 stock to be allotted to you on the 
completion of the sale of $125,000 of the 
said stock, par value. The remaining 
bonuses to be allotted you on the comple- 
tion of the sale of each $100,000 of stock 
thereafter. For all stock sold under this 
agreement in excess of $300,000, a pro- 
portionate stock bonus of 7*{% per cent., 
(par value) will be allowed you upon final 
completion of the sale of all the stock 
herein contracted to be sold. 

“If for any reason after $100,000 par 
value stock shall have been sold, further 
sales of the said stock shall not reach 
to $125,000 within six months thereafter 
then C. J. Hebert, shall not thereby for- 
feit the said $7,500 stock bonus but the 
same shall be paid to him or his rep- 
resentatives (or $5,000 cash, if the com- 
pany shall so desire) in full settlement 
under this contract. 

“This agreement becomes effective from 
date, it being understood and agreed that 
the sale of the first $100,000 par value of 
stock herein mentioned, shall be completed 
by December 25, 1908, and subsequent 
periods for the sale of additional stock 
shall be subject to mutual agreement 
| prior to January 1, 1909, provided at least 
six months time shall be allowed for the 
sale of each additional $100,000 par value 
of said stock. 

“All collections made by C. J. Hebert 
'in pursuance of this agreement are to be 
/promptly paid over by him to the com- 
Said C. J. Hebert hereby agrees to 
hold all moneys so collected in trust 
_separate and distinct from any other be- 
|longing to him and in no case whatever 


moneys except to remit them as aforesaid 
to the company. 
‘Yours very truly, 
“SOUTHERN LIFE INSURANCE Co. 
“(Signed) By C. J. Cooper, Mer. 

“Accepted August 14, 1908. 

“(Signed) C. J. HEBERT.”’ 

(The following letter modifies the orig- 
inal proposal.—Ed.) 





“Fayetteville, N. C., Sept. 16, 1998. 


price of the | 


the capital stock of this company from 
$150,000 to $500,000, and sell the additional 
350,000 in territory where the company 
proposes to do business. 

“We hereby agree to sell for you $150,- 
Oi) of the stock on terms as follows: 
*$100,0) stock for $200,000, half cash 
and balance on your company’s 
with interest at 6 per cent. secured hy 


70tes 


the stock of this company until same is 
paid for. 


“$50,000 stock for $125,000, half cash 


‘and balance same terms as above. 


“In view of the fact that you have <n 
organized force of stock salesmen, we will 
further agree to give you the exclusive 
sale of the other $200,000 to be sold with- 
in two years at a price to yield the com- 
pany not less than $150 per share of $50. 

“THE SOUTHERN LIFE INS. CO. 

“Per C. J. Cooper, Manager. 

“This agreement was written after ap- 
plication for the sale of stock was made 
by Seminole Securities Company to C. J. 
Hebert, sales agent, and was delivered to 
Cc. J. Hebert who took same to Colum- 
bia and delivered it to the Seminole Se- 
curities Company.”’ 

“Exhibit C. 
“Columbia, S. C., Sept. 17, 
“Mr. John Y. Garlington, President, and 
the Board of Directors, Seminole Se- 

curities Company, Columbia, 8S. C. 
‘“‘Gentlemen: 

‘Referring to the proposition submitted 
to you by the Southern Life Insurance 


19US. 


Company, of Fayetteville, N. C., under 
date of September 17, 1908, I desire to 


say further in explanation that, 

“When the $150,000 par stock of the 
company will be issued to you, there will 
also then be outstanding additional capi- 
tal stock of the said Life company 
amounting to approximately $118,000. This 
will be accomplished by the Life com- 
pany effecting the transfer to you of not 
less than $35,000 of its stock from pres- 
ent stockholders, and then issuing to you 
from its holdings of treasury stock the 
sum of $115,000, thus making your holding 
$150,000 as against $118,000 held by other 
parties. 

‘The company will then constitute you 
its sole sales agent for the exclusive sale 
of the remaining $200,000 of its capital 
stock, for which the Life company shall 
receive $150 for each share of said $20, 
000 of its stock, and out of the proceeds 
to be thus received the Life company 
will pay the commissions for selling same, 
if any such. 

“The sale of the said remaining stock 


'of the life company shall be under your 


to make personal or other use of such | 


control or direction, and applications for 
any share of said stock shall be on 


forms approved by you or your trustees 


| 


| 


or your successors in trust. This latter 


sale of the life company’s stock shall be 





completed by you within two years. 
“The insurance company will at your 
request at once establish at Columbia, 5S. 
C., a branch ‘Office of Issue,’ which shall 
have its own clerical force and manager. 
Said office will be under the supervision 








or control of your trustees or your suc- 
cessors in trust; shall write its own poli- 


cies of aecident and health insurance or. 


other lines of casualty insurance permit- 
ted by the company’s charter; and make 
its periodical reports to-the home of- 
fice until location shall be changed. 


“You shall have representation on the. 


board of directors of the life insurance 


company as expeditiously as possible to. 
consist of not less than three directors | 


who shall also be members of the execu- 
tive committee of the insurance company. 
“Mr. J. Y¥. Garlington and Directors: 

“Said three directors may reside either 
within or without the State of 
North Carolina, at your pleasure, and 
upon your nomination the parties you 
wish to represent you as directors, the 
life insurance company, will et once take 
steps to qualify your nominees and to 
elect them, as stated. 

“At the annual meeting of the insur- 
ance company, to be held on the ........ 
RP OE seeded in the year 1909, the 
resignations of the present officers will 
be given to you or your trustees, if re- 
quired, and all the property and books 
of account and records of the company 
will be delivered to you or your trustees 


in good condition and you will be then> 


placed in control of the company. 


“We propose to sell to you $150,000 par | 


value of the capital stock of the South- 
ern Life Insurance Company, of Fayet- 
teville, N. C., for which you are to pay 
the said insurance company the sum of 

525,0)0)}—half cash, and the balance 
on your company’s notes with interest at 
6 per cent. and maturing at such times 
as may hereafter be determined, upon 
the condition, however, that said notes 
may be renewed from time to time if de- 
sired, and until same is paid for, said 
notes to be secured by the said stock 
of the life insurance company. 

“Yours very truly, 
“Cc. J. HEBERT, 

“Manager of Capital Stock Sales, the 

Southern Life Insurance Company of 

Favetteville, N. C. 
“Columbia, 8S. C. 

“September 17, 1908.’’ 

“Exhibit Z. 

“There was paid over to the treasurer 
of the Southern Life Insurance Company 
the following amounts, which are duly ac- 
counted for in the following report (the 
same being in settlement for 3000 shares 
of stock of this company, purchased by 
the Seminole company, of Columbia, S. 
C., through C. J. Hebert, sales agent: 
Cash deposited in Carolina Na- 


MM oe eae $16,464.00 | 


Certificates of deposit (sundry 
POD -6Sé cdbcewedUedncetes cee 
Certificates of deposit (sundry 
PD. wadsteccdscossévectsacee 
Notes of Seminole Securities 
Company—(Southern Life 
stock held for final payment 
OE REED ov 86060606680 0666086 162,500.00 


81,464.87 





Total receipts in the _ trans- 
BOGE: i. cttde db tedictesceeddet $302,285.72 
“The following distribution has been 
made of the certificates of deposit and 
money in bank as well as notes received 
from sale of stock to Seminole Securi- 
ties Company by C. J. Hebert, sales 





41,856.85 _ 
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agent: 

| Turned over to assistant man- 

ager as per company books. .$111,000.00 
Certificates of deposit still in 


} 


hands of treasurer as 

Te. deobebn0becdkbsedassadetes 1,873.00 
Certificates used in the  pur- 

chase of outstanding stock 

as per list of attached ...... 29,495.87 
Turned over to C. J. Hebert, 

as part of his commissions 

for sale of stock, certificates 

of stock amounting to ....... 7,416.85 





$149,785.00 
$10,000 was 
proceeds of 
deposited in 


(Of this amount 
received from 
Seminole note 
bank). 


Amount accounted for below.. 152,500.00 





The total being full amount 
received from Seminole Com- 

pany in bank deposits and 

BGG - cccdsvctvecedcsbeewvedieci $302,285.72 





Turned over to assistant man- 
ager as per company books 
(Notes of Seminole Company 
with stock certificates unde- 
livered but held for payment 
of notes at maturity) ........ 111,000.00 
In hands of treasurer (notes of 
Seminole Company, certificates 
OF GOOCH GRORGMOE ccccecsecccs 
Paid over to E. H. William- 
son as balance payment of 
the $7,800 stock purchased 


37,700.00 





SPOT SVRGICRCE .cccccccecsces 1,000.00 
Paid over to John G. Shaw, 
trustee, balance on purchase 
of $6,000 stock (2 notes, $1,- 
Se ee Es & dcdcdc eo ce bebe v 1,200.00 
Paid over to Jno. A. Oates bal- 
ance on purchase of $1, 
stock (2 notes, $500 and 
Daa “= Javeeaedoebwusdieedeeses 700.00 
Paid over to W. A. Vanstory 
balance purchase $1,500 stock 
er i ns. 5666066 Sb ees 600.00 
Paid over to C. J. Hebert com- 
missions on sale of stock 
(notes of Seminole Securities 
MP Pre rTrT TTT tT 67,300.00 
$152,500.00 


*“‘Note:—None of the notes paid over 
are endorsed by the Southern Life.” 
(There follows three pages of details of 


amounts disbursed in acquiring various 
blocks of stock from individuals, these 
payments aggregating $29,495.87.—Ed.) 





SOUTHERN NATIONAL LIFE INSUR- 
ANCE COMPANY, LOUISVILLE, 
KY. 

This company was incorporated under 
the laws of Kentucky, July 7, 1908, and 
began business November 17 of that year. 


Its authorized capital is $500,000 of which 
$100,000 has been subscribed and paid-in 


in cash. The latest advices from the 
company, under date of December 29, 
1908, was that it then had a surplus paid- 
in in cash of $25,000. , 

The company will transact a non-par- 
ticipating business. Its policies provide 
for a guaranteed annual reduction in pre- 
miums. 

The company stated that Ed. L. Wil- 
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liams, who is actively connected with the 
company, has had fourteen vears’ ex- 
perience, “holding various positions with 
companies, among them, manager of the 
southern department of the Security Life 
Insurance Company of Chicago.’’ It also 
stated that J. H. Dickey, B. H. Poindexter 
and C. H. S. Buckalew have had a num- 
ber of years experience. 

The incorporators are: Ed. L. Wil- 
liams, B. H. Poindexter, J. H. Dickey, W. 
O. Head, John W. Ray, M. K. Allen, M. 
D., W. L. Kennett, J. S. Hilton, W. R. 
Turk, C. H. S. Buckalew, Wm. L. Mosby, 
M. D., and John 8S. Adair. 

The officers are: President, Ed. L 
Williams; first vice-president, Wm. L. 
Kennett; second vice-president, W. O 
Head: third vice-president, Wm. L. Mos- 
by; secretary, B. H. Poindexter; treasur- 
er, J. H. Dickey; general counsel, John 
W. Ray; medical director, Dr. M. K. Al- 
len. 





UNION CENTRAL LIFE INSURANCE 
COMPANY, CINCINNATI, OHIO. 
Press reports dated December 31, 190% 
say that the tax suits against this com- 
pany referred to last month, (page 1°) 
have finally been settled by the payment 

of $750,000. 





UNION LIFE INSURANCE COMPANY, 
NEW YORK, N. Y. 

There was recently submitted to us 
an ordinary life policy for $4,800 issued 
at age 25 by this company, which bore 
a rider stating that it is written upon 
the “‘Equalization Plan.’ This policy is 
peculiarly and extraordinarily unfavor- 
able to the insured, and, as other sul- 
scribers may be interested in it, we 
print below the letter which we wrote 
to our inquiring subscriber, and which is 
self-explanatory. This company will be 
remembered under its previous title of 
“Life Association of America.’’ The pres- 
ent title was adopted during 1%)8. It is 
controlled and managed, as will be seen 
from our 1908 volume, by the interests 
which dominate the Bankers Life, of 
New York, and we have very frequently 
expressed, without any uncertainty, our 
opinion of both concerns. 

The letter to our subscriber was as fol- 
lows: 

“We have before us your very inter- 
esting letter of the 21st, enclosing policy 
No. 5958 of the Union Life Insurance 
Company, of New York, formerly the 
Life Association of America, New York. 
This policy we return herewith. 

“We have examined the contract care- 
fully. and cannot find anywhere in it a 
word of explanation of the character of 
the “equalization plan’’ which is referred 
to in a rider pasted on the third page 
of the policy, and which reads as follows: 

**This policy is issued on the Equaliza- 
tion Plan, the nominal premium being 
$128.28 per year. The net amount pay- 
able in cash each year being $89.80.’ 

“We note that this is signed by Jno. 
W. Vincent, secretary and H. P. Towns- 
ley, president. 

“Although the policy itself does not 
explain this condition, we notice that 
the difference between the nominal pre- 
mium and the amount payable in cash is 
exactly 30 per cent. of the nominal pre- 
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mium, and it is a fair assumption that 
this difference is charged as a lien 
against the policy, and necessarily 
against the reserve each year, accumulat- 
ing at interest, so that it would very 
materially reduce the actual value of 
the policy as indicated by the table of 
loan and surrender values printed 
on page 2, which table for that reason 
is most misleading. Without going into 
the detail of the calculation, it is im- 
mediately apparent that, if your as- 
sumption is correct, and we are satis- 
fled that it is, the actual loan value of the 
policy at the end of twenty vears would 
be only a small fraction of the amount 
shown in the policy, and the paid-up and 


extended insurance values would be cor- 


respondingly reduced. We are very much 
surprised that it is possible to sell such 
a contract—which, indeed, would be im- 
possible if the insured understood its true 
character, 

“We note that paid-up or extended in- 
surance is “‘without future participation 
and without the right to loans.”” We 
scarcely Know whether to be more im- 
pressed by the impudence or the cynical 
humor of the document as a whole. 

“It seems to us that the company 
should be compelled to include as a part 
of the contract itself a full and explicit 
statement of the nature of the ‘equaliza- 
tion plan’ and its effect upon the guar- 
anteed values stated in such a misleading 
fashion on page 2 of the policy contract. 

“You will notice that if the policy is 
extended, following default in the pay- 
ment of premiums, it may be reinstated 
within the first three years of such ex- 
tension. To limit the period within which 


reinstatement may be had to three years | 


seems to us unnecessary and harsh, in 
view of the fact that the insured is re- 
quired, before reinstatement can be had 
at all, to pass a medical examination; 


but, in addition, the company requires | 


tat, in order to reinstate, the insured 
must pay not only all arrears of pre- 
miums, but also ‘whatever indebtedness 
hereon to the company existed at the 


date of surrender or default, with inter- | 


est, at a rate not exceeding five per 


centum per annum,’ 
tl 
reinstated unless the insured pays up 
all the accumulated liens represented by 
the portion of the premium not paid in 
cash, with interest at 5 per cent., al- 
though under other conditions he would 
not be required to make good the amount 


of these charges, which would simply be | 


deducted from the face of the claim, in 
the event of the death of the insured. 
When it is remembered that extended or 
paid-up insurance is non-participating, 
and that the insured has no right to 
loans, it becomes evident that this is a 
policy made to lapse.’’ 

The following quotations from the policy 
itself will no doubt also be of interest 
to our subscribers. 

“Loans.—The company at any time 
will advance upon the sole security of 
this policy, at a rate of interest not 
Sreater than five per centum per annum, 
payable in advance, a sum not exceeding 


the amount specified in the table of loan | 


values herein set forth, deducting there- 
from _ all other indebtedness hereon to the 


In other words, once | 
e policy has been lapsed, it cannot be | 
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company. Failure to repay any such ad- 
vance or interest shall not avoid this 
policy unless the total indebtedness here- 
on to the company shall equal or exceed 
in the aggregate, eighty per centum of 
the net value of the policy, and one 
month’s notice shall have been given by 
the company. 

“Assignment.—No assignment of this 
policy shall be binding upon the company 
unless it be filed with the company at its 
said home office. The company assumes 
no responsibility as to the validity of any 
assignment. 

“Options on Surrender or Lapse.—After 
this policy shall have been in force three 
full years it may be surrendered by the 
owner at any time prior to any default 
or Within three months after any de- 
fault. Thereupon, 

“(1) If there be no indebtedness here- 
on to the company the owner may elect 
either (a) to continue the insurance in 
foree for its face amount, without future 
participation, and without the right to 
loans, or (b) to purchase non-participat- 
ing paid-up life insurance payable at the 
same time and on the same conditions 
as this policy. The periods for which 
the insurance will be continued and the 
amounts of paid-up life insurance which 
will be allowed, are shown in the table 
ff surrender values herein set forth. 

Table of Loan and Surrender Values. 


After Paid-Up 
Polics Paid- Continued 
Has Been Loan Up Life Insurance. 


in Force. Value. Insurance. Yrs. Months. 


3 $144 $480 2 0 

‘ 220 Tov o v 

300 rare) 4 3 

‘ 382 954 5 3 

ry 470 1174 6 6 

S 560 1380 7 6 

a) 654 1594 9 0 

lv io2 1776 9 9 
11 854 1988 10 9 
12 960 2212 12 0 
13 1072 2404 12 9 
14 1188 2630 3 ) 
15 1308 2862 14 3 
16 1434 S048 14 9 
l7 1566 3306 15 3 
18 1704 3512 15 9 
19 1850 3716 16 0 
20 2000 3974 16 6 


“(2) If there be an indebtedness here- 

on to the company, it shall be deducted 
from the amount which otherwise would 
be applicable as a surrender value to the 
purchase of temporary insurance for the 
period aforesaid, and the owner may 
elect either to have the remainder ap- 
plied (a) to continue the insurance in 
force without participation and without 
dhe right to loans for the face amount of 
this policy, less the indebtedness, or (b) 
to purchase a proportionate amount of 
non-participating paid-up life insurance. 
' “Tf in the event of any default in the 
|payment of premium or otherwise, after 
the policy shall have been in force three 
full years, the owner shall not exercise 
either of said options within three 
months after such default, the insurance 
shall be continued as provided by option 
(a) in either paragraph (1) or (2). 

‘In any case of continued temporary in- 
surance under any of the above pro- 








visions this policy upon evidence satis- | transferred. 


3! 


factory to the company of insurability 
may be reinstated within the first three 
years of the term for which the insur- 
ance is continued by payment of arrears 
of premiums and of whatever indebtedness 
hereon to the company existed at the 
date of surrender or default, with inter- 
est at a rate not exceeding five per 
centum per annum. 

“Modes of Settlement.—The insured or 
the owner, or the beneficiary after the in- 
sured’s death, in case the insured shall 
have made no election, may be written 
notice to the company at its home of- 
fice, elect to have the net sum payable 
under this policy upon the death of the 
insured paid either in cash or as fol- 
lows: 

(1) By the payment of an annuity 
equal to three per centum of such net 
sum payable at the end of each year 
during the lifetime of the beneficiary, and 
by the payment upon the death of the 
beneficiary of the said net sum, together 
with any accrued portion of the annuity 
for the year then current, unless other- 
wise directed in said notice, to the bene- 
ficiary’s legal representatives or assigns. 

“(2) By the payment of equal annual 
installments for a specified number of 
years, the first installment being pay- 
able immediately, in accordance with the 
following table: for each one thousand 
dollars of said net sum. 

(3) By the payment of equal annual 
installments payable at the beginning of 
each year for a fixed period of twenty 
years and for so many years longer as the 
beneficiary shall survive, in accordance 
with the following table for each one 
thousand dollars of said net sum. 

“Any installments payable under (2) 
or (3) which shall not have been paid 
prior to the death of the beneficiary shall 
be paid, unless otherwise directed in said 
notice to the beneficiary's legal represen- 
tatives or assigns. 

“When any option calling for annual 
payments is elected, this policy shall 
be surrendered upon its maturity and a 
supplementary non-participating contract 
shall be issued for the option elected. 

“Unless otherwise specified by the 
owner or by the beneficiary in making 
such election, the beneficiary may at any 
time surrender the contract guaranteeing 
the payment of installments for the 
commuted value of the payments yet to 
be made, computed upon the same basis 
as option (2) in the following table; pro- 
vided that no such surender and com- 
mutation will be made under option (3) 
except after the death of the beneficiary 
occurring within the aforesaid twenty 
years’: 

(Here follow tables of instalments.— 
Ed.) 





WASHINGTON LIFE INSURANCE 
COMPANY, NEW YORK. 


We are advised by this company’s con- 
sulting actuary, Miles M. Dawson, that by 
a contract effective December 30, 1908, 
this company’s outstanding policy obli- 
gations were reinsured and its other lia- 
bilities assumed by the Pittsburgh Life 
and Trust Company, to which all the as- 
sets of the Washington Life have been 
The latter was given physi- 
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cal possession of the securities and other | 


assets by their removal to Pittsburgh dur- 


ing the night of Wednesday, December | 
3st. The clerks of the Washington Life | 


upon their arrival on Thursday 
found the offices practically deserted, en- 
velopes containing one month’s salary, 
and notice that their services would no 
longer be required. 

This secret transfer was, as_ stated 
above, effected after the close of busi- 
ness, and without the knowledge or 
consent of the New York Insurance De- 
partment. It is surmised that opposition 
from some source or sources Was ex- 
pected, and that this unusual step was 
taken to forestall any possible legal ac- 
tion which would have delayed the con- 
clusion of the ‘“‘deal’’ beyond the end of 
the year, thus making it necessary for 
the two companies to file separate state- 
ments, whereas now the Pittsburgh Life 
and Trust is able to publish its state- 
ment giving the consolidated figures of 


disturbance of 


the two companies, which are as shown | 


on another page of this issue according to 
a memorandum received from the Pitts- 


The latter’s officials blandly state that 
there was nothing unusual in the trans- 
action; that the flitting in the night was 
merely to avoid as far as possible the 
business which would 
have attended a removal during business 
hours; that the additional capital re- 
ferred to in an article upon page 24 of 
this issue was all paid in or absolutely 
secured to be paid in before the ‘‘deal’’ 
was closed, and that it will at once ap- 
ply for admission to New York State. 
This last is of importance: for under the 
law the Washington Life cannot take 
credit for the reinsurance in the Pitts- 


burgh Life and Trust, because the 
latter is not licensed in New 
York, and therefore the Washing- 
ton could not make aéeé$ solvent state- 
ment, having parted with its assets. 
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We are also advised that the Pitts- 
burgh company now owns all but fif- 


' teen shares of the stock of the Wash- 
burgh company as weare going to press. | 


ington and is likely to acquire this sma]! 
remaining block very soon, so that the 
“deal’’ is in effect a merger. It has been 
understood that the Washington stock 
was held by persons controlling and man- 
aging the Pittsburgh company, and not by 
the latter itself; in fact, it is hard to 
understand how one life company can law 

fully hold stock in another corporation of 
the same class. Doubtless all these points 
will be settled in or out of court: but it is 
unfortunate that a less spectacular meth- 
od of completing the transfer could not 
have been devised, setting aside for the 
moment all questions of law or ethics in- 
volved in the transaction. 

The article elsewhere in this issue. re- 
garding the Pittsburg Life and Trust, 
and also our editorial dealing with the 
subject of the transfer, should be read 
in conjunction with the report. 





work. 





A POINTER 





Business people are always on the lookout for pointers. 
This will introduce you to a little machine, which will We 
give you points for a life time, if you have an office force 
of stenographers and clerks, making general use of pencils. 
The engraving indicates its mode of operation. 
it will 
CUTTER. 
it cuts with a regular draw-knife action. 
The best workman with a jack-knife cannot equal its 


be noticed that it is not a GRINDER 


It does the trick of sharpening a pencil in perfect form, 
quickly, and without breaking or wasting the lead. 

Promotes economy, cleanliness and good nature. 

An ingenious machine, simple, well made and durable. 





TO WHOM IT MAY 
CONCERN : 


have had one of the | 
above machines in | 
for two years and can give | 
unqualified assurance of its 

excellence and efficiency. 

A. M. BEST COMPANY, Inc 


Service 


but a 








PRICE (including three sets 
of cutters and prepaid trans- 


portation) $4.00. 


ORDERS so.icitep sy L. H. HOLTON, 100 wittiam st., NEW YorRK. 
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